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Short of War 


areal is watching the approach of the Italian elections with a 
sense of impending climax. A fortnight from tomorrow a major 
political battle will be fought on the very frontier of East and West. 
For the first time a Communist offensive outside the acknowledged 
Russian sphere of influence will be met by something like an organised 
political, economic and diplomatic effort by the West. Uncertain of 
the outcome, public men are showing signs of nervousness ; General 
Smuts has spoken in his prophetic manner ; and the voice of appeasement 
has been heard again. For people do not know which to fear most: a 
victory at the polls for Signor de Gasperi which might be challenged 
by Communists in the streets and the hills, as was—and still is—a 
similar victory in Greece ; or a victory by constitutional means for the 
Popular Front, to which the West could make no answer save the 
exclusion of Italy from the Marshall Plan and Western Union. 

The struggle in Italy is only the latest factor in the present uneasiness. 
In the five weeks that have passed since the Communist coup in Prague 
there have been some signs of panic in the western capitals. Portentous 
events—such as Mr Marshall’s demand for conscription and larger 
American forces—have come so thick and fast that to some they have 
seemed out of control. Yet it was to be expected that this stage of 
progress towards Marshall Aid and a western bloc would produce much 
tension and tough talking. Western Europe is feeling the shock of 
sudden awakening. As in the thirties, public opinion has had to have 
thrust before its eyes, by brutal events, facts of power politics about 
which it has long been warned by statesmen and by competent corre- 
spondents abroad. 

As early as January 1946, at the first Assembly of the United Nations, 
it was clear that Russia would resist the maintenance of American power 
in Europe ; that it wanted a predominant position on the Continent ; and 
that it would take advantage of the postwar weakness and poverty of 
the West to take and consolidate power over as wide an area as possible. 
For Russia, plus the resources and skilled manpower of Europe, could 
outstrip America; whereas America with those resources could create 
a balance of power overwhelmingly against Russia. Time, when the 
war ended, seemed on Russia’s side ; and time could be gained for Russia 
and wasted for the West*in the futile debates and negotiations of the 
United Nations. Because they obscured every issue with propaganda 
and recriminations, it took nearly two years for Europe to understand 
the nature of the Soviets’ challenge. 

But in the last twelve months American policy—and to a lesser degree 
British policy—has begun to catch up. Mr Truman’s aid to Greece and 
Turkey, the Marshall offer, the interim aid to France and Italy, and now 
the talk of rearmament which is heard in Washington have been ihe 
changes of gear as America moved into top. The noise and the speed 
of that acceleration have frightened those they were meant to encourage. 
And they have startled the Russians into using the Communist parties 
everywhere i in the way best calculated to help Mr Marshall and Mr Bevin 
in rallying American and British public opinion. The climax of the 
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Russian spuort was the bloodless seizure of power in Czecho- 
slovakia—in a matter of days. The spéed and impudence of 
that.stroke.hit the West like a slap in the face, and has left it 
trembling with indignation and alarm. 

Ail over Europe, the parallel was immediately drawn with 
Hitler and 1938. No comparison could be more misleading. 
Whether one compares the tactics of the Germans with those 
of the Russians, or the power and policy of America now 
with its power and policy in 1938, or the fifth columns of the 
Nazis with those of the Communists—the differences jump to 
the eye. Yet statesmen have played into Communist hands by 
behaving as though 1938 were here again. Mr Forrestal, for 
example, the American Defence Secretary, spoke last weekend 
with truly appalling frankness to the Senate Armed Service 
Committee. General Smuts has twice hinted that Mr Truman 
and Mr Attlee should visit Mr Stalin and talk as man to man. 
And now he has been supported by nervous Members of Parlia- 
ment, who have confused the public and themselves with motion 
after motion about the organisation of Europe and the main- 
tenance of peace. 

* 

Of what precisely are people afraid ? Is the present situation 
in any of the danger spots of Europe and the Middle East 
worse at this moment than it has been for the last eighteen 
months ? Certainly it may be called worse now in Berlin, but it 
is better than it has been in Greece, Trieste and Persia. And the 
remarkable thing about these danger spots is the way in which 
serious incidents have been avoided during two tense years. 
What then of the relations between the rival Great Powers ? Is 
there any new cause of quarrel between them ? Surely not: the 
scenes in committee, the diplomatic Notes, the angry speeches 
and the wireless propaganda on both sides are all about the 
old problems, which have been peacefully—if not politely— 
argued about for months past. Even the greatest issue of all, 
the Marshall Plan, is nearly a year old. 

What then has happened to create the feeling that the inter- 
national situation has suddenly become much worse? It is 
surely this—that the American counter-offensive, begun by Mr 
Marshall just a year ago, is at last making itself felt ;\ two 
governments are talking big instead of one. Europe is begin- 
ning to resist. The Russians have come to the end of a stage ; 
when they have finished with Finland, they will have done all 
they and their Communist puppets can do to fix their grip on 
eastern Europe. Any further action of this kind must be taken 
outside the sphere of influence they secured at Yalta, the sphere 
where the police are in Communist hands. And beyond that 
sphere they now see western Europe alert, semi-mobilised— 
politically and economically—and backed by America. If they 
had any doubts on that score the Brussels Treaty should have 
removed them. To do so was its main purpose. 

The more fundamental facts are analysed and current excite- 
ments ignored, the clearer it becomes that American and 
Russian policies are in one respect identical. The American 
objective is all aid—short of war; the Russian objective is all 
mischief—short of war. For a year now the policies have been 
confronted, on this basis, in Greece; yet neither Power has 
attempted to force a show-down in an area vital to both and in 
which the issue is crystal clear. The behaviour of Mr Marshall 
and Mr Molotoy—with due respect to General Smuts—shows 
no misunderstanding of each other’s policy. And neither has 
given reason to believe that matters are coming to a head— 
although Mr Marshall has to be rather more emphatic and 
alarmist when talking to Congress than his British critics like. 
On the contrary, the delivery and use of Marshall aid has not 
yet begun ; the strategy and organisation cf western Europe’s 
fight for economic recovery and of its reply to Communism are 
not yet completed. Months must pass yet before all aid short 
of war is at grips with all mischief short of war. 
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This then is no moment for the Munich-like action hinted 
at by General Smuts and elaborated by fifteen Labour MPs 
last Thursday, They ask for a new effort establishing “g 
modus vivendi between the Western and Eastern Powers,” based 
on the principle that “ neither should intervene in the legitimate 
sphere of interest of the other, the two spheres to be defined in. 
the agreement.” This suggestion is made—of all moments to 
choose—on the very eve of the granting of Marshall aid, on 
the morrow of the Brussels Treaty. Could any suggestion do 
more to tempt the Russians to pursue beyond the iron curtain 
the policy which has worked behind it ? 

It is surely obvious that, at the end of this new Yalta con- 
ference, the “spheres of influence” would remain precisely 
what they are now. Arid that there will be no general agreement 
between America and Russia until Moscow and the Communist 
Party are ready to admit that Western Europe, though not in 
the American “ sphere ”.in any imperialist sense, is nevertheless 
unshakeably attached to the non-Communist principles of free- 
dom for the individual and of government by agreement, 
Economic recovery, the forging of closer political ties and the 
concentration of power in Western Europe will have to proceed 
quite a long way further before any such admission, even a 
tacit one, can be expected. Then, and then only, will it be 


- possible for Mr Stalin and Mr Truman—or their successors— 


to talk business at a table. For only then will Americans and 
Russians be in a position to offer one another what each really 
wants—simultaneous withdrawal from a divided Europe in 
which each has its friends firmly established at opposite sides of 
Germany. 

To pretend that any quicker settlement than this is possible 
is to bring into foreign policy the nervous impatience which 
has marked many domestic activities of the British Government. 
It merits rebuke as much as does the hot-headed, truculent talk 
of war against which Mr Marshall has twice protested recently 
in the United States. The avowed aim of his policy is to make 
Europe by 1953 independent of American aid, and strong 
enough to fight with its own resources against a Communist 


effort whose leaders think in decades and generations. With. 


such a policy, talk of war and talk of premature attempts at 
settlement are equally irrelevant. 

Likewise, to imagine that the leaders of Russia, with the 
ambitions that they have for their own people and their ncigh- 
bours, would at this stage either risk war or negotiate a settlement 
with America, is to misunderstand the essential qualities of 
Russian policy—its infinite patience, deviousness, flexibility and 
realism. Why should they abandon the inexpensive and indirect 


method of attack by Communist parties for methods of warfare 


in which America and Britain hold clear technical advantages ? 
They have had a long and impressive run of success. They 
can well afford to wait and, if necessary, to relax. 


Britain’s position at this moment should be quite clear. Every 
interest draws it into the American plan and effort. Economic 
recovery is impossible without American aid ; security can be 
had only with American support; both are unattainable for 
western Europe without British leadership and American 
backing. Talk of real'war as the cold war approaches its peak, 
any faltering on the road now being mapped ovt in London, 
Paris and Brussels, will take the heart out of Britain’s neigh- 


bours and perpetuate that British weakness which has created 


Russia’s opportunity and America’s burden. The immediate 
objective is independence and power on the modern scale, based 


on unity in the West and cohesion in the Commonwealth. Only 


when that goal has been reached will it be possible to approach 
the further objective: agreement with Russia on terms which its 
rulers will be glad to accept, terms agreed between equals. To 
attain both objectives will need patience, pertinacity, steady 
nerves and an effort of work and leadership by Britain greater 
than anything so far attempted or envisaged. 
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Priority for 


HIS year’s budget, which Sir Stafford Cripps will unfold 
T on Tuesday, will be a nice test of financial statesmanship. 
Few Chancellors in the past have faced bigger temptations 
than the financial accounts now offer to any who would seek 
cheap popularity by playing the fairy godmother. But fewer 
still have been better endowed than Sir Stafford with the quali- 
ties needed both to resist the popular clamour and to penetrate 
the rosy haze of make-believe in which Britain’s domestic 
finances were enshrouded by his predecessor. The financial 
year 1947-48 ended on Wednesday with the record surplus, 
according to present conventions of Treasury book-keeping, of 
£635 million—roughly twice the sum originally expected, 
even after allowance is made for the additional taxes imposed 
last November. At existing rates of taxation, but on the same 
peculiar system of book-keeping, the new financial year also 
promises a large surplus, though a much smaller one than in 
1947-48. Odd though the method of calculating these surpluses 
may be, there is plainly plenty of scope here for specious justi- 
fication of rash budgeting, were the Chancellor minded to take 
the easy route followed in the past. 

Never was there greater need, therefore, for the Chancellor 
to keep a cool head. This budget, more clearly perhaps than 
any in the past, must not be merely a means of enabling the 
Treasury to meet its own requirements for finance. It must 
also be nicely adjusted to the needs of the national economy as 
awhole. The paramount need, on this wider view, is to restrain 
the inflation which is dissipating the nation’s resources of scarce 
materials and labour and menacing the drive for more exports 
and bigger output. That restraint can be achieved only by 
budgeting courageously for a large and genuine surplus. 

Dr Dalton is even now acclaiming last year’s surplus as 4 
monument to the wisdom of his financial policies. But in fact 
this vast sum of £635 million disintegrates fast under quite 
simple analysis. Some £200 million of apparent revenue 
represented merely internal transfers or the recapture of monies 
voted in excess to Governmental agencies during the war and 
since held idle on their bank accounts ; another {£100 million, 
though due from the public, was paid not in cash but by sur- 
render of interest-bearing certificates issued against tax monies 
paid in advance in earlier years ; about £170 million. came from 
Death Duties financed mainly by sales of securities, which thus 
absorbed an important slice of the meagre supply of new sav- 
ings. None of these Exchequer revenues exerted any anti- 
inflationary effect at all, because they did nothing to mop up 
the excess flow of spendable incomes. Moreover, roughly £300 
million came from sales of surplus war stores and profits on 
Government trading, which are abnormal sources that will now 
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the Surplus 


begin to dry up rapidly. But although some £750 million of 
non-recurring or special credits were thus. included in the 
revenue, the parallel items on the other side of the account were 
excluded from the expenditure. These items, the biggest of 
which are. the war damage payments and the loans to local 
authorities for housing, exceeded £700 million. 

In short, Dr Dalton’s budgetary policy, instead of exerting a 
restraint upon inflation to the tune of some £635 million (as 
it would have done if this surplus had been genuine), in fact 
added largely to the inflationary pressure. But. for the ayail- 
ability of the dollar credits and the drafts on the exiguous. gold 
reserve, whereby the Government in effect financed itself by 
raising money abroad, the inflationary pressure would certainly 
have reached alarming proportions. Even with this relief, as the 
Government now admits, inflation has been doing large damage, 
by depleting stocks and thereby forcing industry into spasms 
of short-time working, by frustrating the physical controls; 
encouraging the black markets, and attracting workers and 
materials into non-essential activities. 

Although Marshall aid now seems to be assured, the relief 
from abroad in the coming year will not be comparable to that 
secured in 1947-48. If the targets for production and exports 
are attained, the total deficit on Britain’s balance of payments 
in this calendar year should not be much larger than the £250 
million assumed in the “ Economic Survey” without taking full 
account of such aid. Moreover, the gold reserve has sunk so 
low already that there is not, this time, any margin for error. 
Last year the immediate effects of wastages of materials caused 
by inflationary pressure were offset in part by correspondingly 
increased expenditures abroad, as exports were reduced or 
imports increased to fill the gaps caused in home supplies for 
essential uses. It would be disastrous if the same sequence were 
to recur this year. 

* 


In the matter of inflation, therefore, this budget must take no 
chances. It will be based, necessarily, on the assumption that 
Marshall aid will be available, for otherwise the whole structure 
of Britain’s domestic finances would be shaken to its foundations 
—by the loss of the huge revenue from tobacco duty as domestic 
stocks became exhausted, by further cuts in other supplies which 
yield large excise and customs receipts, by the disruption of 
industry which would necessitate large unemployment payments, 
refunds of PAYE, and loss of direct tax revenue. . But even with 
the present structure of tax revenue intact, Sir Stafford’s cash 
receipts in 1948-49 are likely to be substantially less than those 
of 1947-48. The extra {£200 million to be expected from the 
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additional taxation imposed last year will not suffice to make 
good the fall in receipts from excess profits tax, from sales of 
surplus stores and from Government trading. . Even so, there 
will be a considerable surplus on the present basis of Treasury 
accounting—excluding, that is, the large though declining 
expenditure items now charged “ below the line.” 

What matters, however, is not the size of this surplus as 
such, but its relationship to the capital balance sheet for the 
national economy as a whole. If further inflation is to be 
avoided, the budget surplus must be sufficient to finance what- 
ever part of the nation’s whole programme of capital develop- 
ment is not financed by spontaneous private saving or by money 
raised abroad (for this purpose, of course, all ERP relief ranks 
as borrowing). That is another way of saying that if the public 
will not save voluntarily a sufficient sum out of its current 
income (after making good all forms of dis-saving, such as 
encashments of Savings Certificates), the difference must be 
saved for it by the Government, through the medium of the 
budget surplus. 

The Exchequer accounts, in their present form, are hopelessly 
unsuited to attempts to estimate what surplus is needed for 
this purpose ; but, fortunately, the broad picture has this year 
been sketched in the “Economic Survey.” This shows that 
the surplus which is in sight on the present basis of taxation 
(estimated at £275 million after including the accounts of local 
authorities and of social insurance funds) will not be big enough 
to prevent inflation unless spontaneous private saving reaches 
£575 million, of which {125 million is expected to be provided 
from undistributed profits of companies, leaving £450 million 
to be found by individuals. This represents 53 per cent of the 
total of personal incomes available after payment of tax, a pro- 
portion more than half as large again as that saved before the 
war. Admittedly, there have been some signs recently of an 
easing in the pressure of demand for non-essential goods. 
But it would be unrealistic to count upon so radical a change 
in savings habits as is needed both to arrest inflation and to 
create such a slackening in the demand for basic materials 
that essential industry would have the elbow-room that it 
urgently requires. 

On the most austere view, this conclusion (which is in effect 
the Government’s own conclusion) points clearly to the need for 
an even bigger budget surplus than existing taxes will afford. 
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A Chancellor whose hands were entirely free could gaye a 
great deal of expenditure on the subsidies and thus combine 
a substantial reduction of tax on carned incomes with an ep. 
larged surplus; he could offset a reduction in profits tax by higher 
indirect taxes or by increased taxation of all unearned incomes, 
Each one of these economic expedients would be justified, and 
would do good to the national economy. But Sir Staffos 
Cripps’s hands are not free. The restraining hand of the trade. 
unions over wage rates would be quickly withdrawn or brushed 
aside if there were to be any drastic reduction of the subsidies. 
to the cost of living or even any large extension of indirect 
taxation, and the iniquitous profits tax has achieved such popu 
larity in the Labour Party, for reasons that come closer to 
party malice than to economic logic, that it also can hardly be 
touched. 


In the circumsiances, the Chancellor’s minimum objective 


should be to keep his prospective surplus intact. This means 
that taxation as a whole cannot be reduced unless there are 
equivalent cuts in expenditure, and the scope for these is 
limited—in the absence of any sweeping overhaul of the whole 
system of Government controls. Broadly speaking, therefore, 
there remains only the possibility of balancing tax concessions 
in one direction against tax increases in another. But Sir Stafford 
should find, even within these limits, a chance to ease the pres- 
sure where the shoe presses tightest upon initiative and effort. 
In particular, increases in the income limits below which tax is 
charged at reduced rates would remove the worst dis-incentive 
effects of PAYE. Indeed, if tax relief of this kind stimulated a 
substantial increase in output, it could be made at very little 
cost in terms of inflationary pressure, and perhaps at no cost 
at all. But so long as production is mainly limited by overriding 
shortages of a few key materials, this argument ought not to 
be pushed very far. Unless Sir Stafford is prepared either to 
slash his expenditure (as he is not), or to undertake a full-scale 
revision of the whole tax structure (as there is no reason to 
believe that he is), he can follow the “ incentive ” argument only 
at the cost of pruning his surplus. and that would do far more 
harm than good. The surplus should be the first priority. Tf 
political pressures do not make it possible for it to be achieved 
by cutting both expenditure and taxation, then the next best 
course is to leave both sides of the account, and particularly 
taxes, where they are. 


British or United ? 


HE separation of Pakistan from India, which was begun 

on August 15th of last year, was constitutionally due to be 
completed on April 1st. The transitional period was intended to 
give time for an agreed division of the assets and liabilities, 
and of the administrative and fighting services, of the former 
unitary India. It was further hoped that in some fields division 
might be avoided and joint organs of administration might be 
established. Events have now largely disappointed the hope 
that high-level negotiations on practical details would go far 
towards mitigating the adverse economic and military effects of 
partition. The Joint Defence Council and other bodies have 
had to discuss the sharing of the inheritance to the accom- 
paniment of the Punjab massacres and the undeclared war in 
Kashmir. However, considering the circumstances, it is 
remarkable how much, rather than how little, has beén accom- 
plished ; the influence of Gandhi before his assassination was 
exerted to ensure delivery of what was due to Pakistan. And, 
though Pakistan has complained that it has received only a third 
of its proper share of military stores, it should be a matter for 
surprise that, with so much bloodshed and political tension, the 
two succession states have managed to maintain with each other 
any relation at all other than that of mutual blockade. 


It was understood that Lord Mountbatten would remain ia 
Delhi as Governor-General only for the transitional period, and 
he can continue only at the request of the Indian Government. 
But it seems likely that the Congress Party will desire to have 
an Indian as Governor-General, corresponding to Mr Jinnah in 
Karachi—that is to say, if India decides to stay within the 
Commonwealth and have a Governor-General at all, a question 
which remains for decision by the Constituent Assembly when 
it meets this month to consider the draft Constitution. 

The draft provides for a President as head of the state and 
seems to leave no room for a Governor-General, unless the 
latter’s functions were to be performed concurrently by the 
President. Even if, however, no solution on these lines were 
adopted, the Assembly might still find a formula for rene 
within the Commonwealth, so that the United Kingdom ane 
India would be represented in each other’s capitals, not by 
Ambassadors, but by High Commissioners. On the other , 
there can be no doubt that there is a strong sentiment in Indian 
political circles for asserting complete formal sovereignty and 
going outside the Commonwealth altogether. Whatever 8 
decided, it will be a completely free and unfettered decision of 
India’s elected representatives, taken without any pressure from 
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this country. It will be accepted here as India’s free choice ; 
there will be disappointment if India chooses to leave the Com- 
monwealth, but there will be no questioning of its right to do so. 
Britain has already shown by its unqualified acceptance of 
Burma’s decision to secede that its recognition of the right of 
self-determination is no empty phrase-mongering. 

The secession of India would, nevertheless, produce a situa- 
tion of considerable difficulty for other nations of the Common- 
wealth if Pakistan were to decide to continue its membership. 
In doing so, Pakistan would certainly be influenced by expecta- 
tion of advantages to be derived from membership as against 
India, which would have become an entirely foreign country. 
Such a development of affairs would be deplored by Britain and 
the other Dominions. When partition was projected as a solu- 
tion for the Hindu-Moslem impasse, with Dominion status for 
both India and Pakistan, the intention of the British Government 
was to avoid taking sides in the issues arising between the two 
Dominions, to maintain an attitude of complete impartiality 
while using its good offices for mediation whenever possible. 
Unfortunately the crisis over Kashmir brought about a situation 
in which British efforts at peace-making seemed to Indian 
opinion like protection for an aggressive Pakistan ; the suspicion, 
always present in Congress circles, that Pakistan was somehow 
a cunning device for perpetuating British imperialism on the 
divide-and-rule principle received fresh stimulation. If Pakistan 
were to remain in the Commonwealth and India left it, the 
result might be very unpleasant for the other Commonwealth 
nations. For Commonwealth-Indian relations would be subject 
to severe strain on account of Pakistan, while Pakistan itself, 
an economically distressed territory on the mainland of Asia 
wedged between a hostile India and a truculent Pathan tribalism, 


‘with Russian power in the background waiting for its oppor- 


tunities, would be for the Commonwealth an appallingly 
dangerous liability. 
* 


Yet, if Pakistan wishes to remain within the Commonwealth, 
it would hardly become its fellow members to expel it because 
they fear to incur such a responsibility. Nor in any case, how- 
ever much it might desire to do so, can an association of terri- 
torial units including South and East Africa, Australia, Malaya 
and Ceylon, isolate itself from what may happen between the 
Indian Ocean and the Himalayas. Warfare and confusion on 
the Indus can involve the peace of the whole world, but they 
will in the first place menace the security of the Commonwealth. 
Indeed, the situation is so full of ugiy possibilities that it demands 
a great effort of statesmanship to bring about a settlement 
between India and Pakistan and, if it is in any way possible, 
to renew the association of India with the Commonwealth. 
This does not mean putting any pressure on India, but rather 
giving the most careful consideration to the possibility of modi- 
fying a structure which has already been through many trans- 
formations so as to adapt it as may be required by new 
circumstances in a changing world. 

A beginning has already been made by the metamorphosis of 
the Dominions Office into the Commonwealth Relations Office, 
but something more is still needed if the principle of equality 
between members of the Commonwealth is to be asserted so 
as to convince Asiatic an@ African peoples, former subjects of 
the British Empire, that association in the Commonwealth is 
compatible with real independence. The Empire has been 
changed into a Commonwealth, but it is still the British Com- 
monwealth, and membership of it still signifies to the more 
simple-minded nationalist in Rangoon or Bombay a continuing 
subjection to Britain. The wiser political leader, who under- 
stands the nature of the Commonwealth bond and perceives its 
advantages, is always in danger from a rabble-rousing rival who 
denounces him for betrayal of national independence. The only 
way to counter such inevitable misrepresentation is to drop the 


533 
national description from the title of the Commonwealth. A 
Burmese politician recently declared that the idea of member- 
ship’ could prevail’ in Burma~“if only one could speak, not 
of the British Commonwealth, but of the United Comumon- 
wealth of Nations. 

Nothing can alter the fact that this great grouping of lands 
and peoples is historically a creation of the inhabitants of the 
British Isles. Nor is there any possibility in practice that Britain 
will cease to play in the Commonwealth the part to which its 
financial and industrial strength, its political experience and its 
Strategic position qualify it. But nothing is added in reality by 
keeping the label “ British” tied to a society the members of 
which are of diverse origin and have become, or are about ‘to 
become, the equals in political status of the founder. ‘The name 
“ British ” has itself been adopted largely to meet the reluctance 
of Scots and Welshmen to call themselves English—continentals 
still constantly speak ‘of England where we now refer only to 
Britain— and it is only natural that some wider designation 
Should be sought to cover inhabitants of Commonwealth terri- 
tories who cannot readily think of themselves as British. 
Inevitably we are driven to abstractions, but that does not 
matter so long as the Commonwealth retains its distinct identity 
in international affairs. As more and more of its formerly de- 
pendent parts attain full self-government, its character becomes 
increasingly that of an international grouping—a society whose 
members are also members of the United Nations and free‘ to 
determine their own policies, yet are linked together by a special, 
historical and organic unity such as the universal society of the 
United Nations so far conspicuously lacks. 


* 


However unpalatable it may be to some, it must also now 
clearly be recognised that the Commonwealth can include both 
monarchies and republics, and that formal allegiance to the 
Crown is mot a necessary condition of membership. The 
monarchy retains its full vitality in this country and there is 
plenty of evidence of its strong hold on those Dominions which 
have been formed mainly or largely by emigration from our 
shores. But the King desires no unwilling subjects, and the 
Commonwealth can and must be large enough to include nations 
which have chosen a republican form of government. In any 
case the monarchy occupies a key position in Commonwealth 
relations ; the monarch can gain the respect and affection of 
those who are not his (or her) subjects and be his (or her) own 
ambassador to all Commonwealth countries. 

When it is a question of machinery for expressing and de- 
veloping the immanent unity of the Commonwealth, there are 
always the difficulties and pitfalls that have beset the framers 
of imperial constitutions from the time when federation was first 
talked of. In general it is sound’ policy in this field to let well 
alone. Even conferences of Commonwealth Prime Ministers 
have their danger, because too much is expected of them and, 
if agreement is not reached on all points, it is liable to be widely 
regarded as a breakdown. But one thing is urgently required, 
and that is the creation of a system of arbitration for disputes 
within the Commonwealth. The right of appeal to Uno cannot 
be taken away, but if members of the Commonwealth at variance 
with each other have to go to Uno, as India has recently had to 
do, because there is no family tribunal to which they can bring 
their cases in the first instance, then it is hard to see how the 
Commonwealth can in future retain its reality as an association 
of states. If the English conceptions of the rule of law and of 
the independence of the judiciary, diffused by the historic expan- 
sion of Britain, are ever to be applied in international relations, 
they must surely first be put into practice, with suitable adapta- 
tions, for the adjustment of differences between the free and 
equal members of the new society formed out of the British, 
Empire. 
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Scottish Home Rule—Il ni 


ao article last week pointed out that there was in Scotland 
a widespread if vague desire for a reasonable degree of 
self-government. The present system of administrative devolu- 
tion, which gives Scotland four State departments of its own, 
does not really amount to self-government at all. This does 
not mean that it is ineffective or valueless. Recruited in Edin- 
burgh, and accountable to no one in London except the Secre- 
tary of State for Scotland, who in turn is responsible to Parlia- 
ment, the four departments of Health, Education, Agriculture 
and Home Affairs have ears much closer to the ground than 
could any British Ministry. But the system, however well it 
may sometimes work in practice, is not noticeably democratic. 
It pivots to an extraordinary degree on ‘one chronically over- 
worked individual, the Scottish Secretary. Since all Scottish 
affairs must pass through his hands, it is not surprising that he 
is apt to fall into the position of being either a dictator or 
else a bottleneck. His is the task of interpreting and justifying 
Government policy as it applies to Scotland, of co-ordinating 
the work of English and Scottish departments, and of answering 
for the activities of the latter to the Cabinet and to Parliament. 
Alternating vigorously between London and Edinburgh, only 
an exceptional man, of whom there have luckily been several, 
can do the job well, 


Moreover, the Westminster Parliament has neither the time 
nor the disposition to take very seriously its allotted task of 
supervising the work of the Scottish departments, of examining 
Scottish Bills and estimates, and of attending generally to 
Scottish affairs. The task falls effectively on the select band 
of Scottish MPs at Westminster, sitting either on their own 
in Grand Committee or else occupying an almost empty House 
on a Scottish day. They take this duty as seriously as anyone 
could desire. But they are sitting in London, not Edinburgh, 
their debates have to be fitted into Parliament’s crowded time- 
table, and their responsibility is weakened by Parliament’s 
natural preoccupation with national issues. For instance, most 
of the questions addressed to the Scottish Secretary are 
answered by him privately in Edinburgh, which makes Scotland 
the loser in the matter of that useful democratic device, public 
question time. 

In any event, the present system of locating in Edinburgh 
a few departments of the central government is not so satis- 
factory that an answer to the aspirations for Scottish home rule 
can be found in a mere extension of it—though there are some 
Scotsmen who urge that the important thing is to draw to 
Edinburgh the realities of power, without bothering about 
getting the right constitutional forms, which will no doubt 
emerge in due course. This is a point of view to commend 
itself to a successful Scottish administrator or politician. But 
it has obvious dangers. An expanding administrative machine 
in Edinburgh, responsible to one man in London and to no 
one on the spot, can become—some would say has become— 
bureaucratic in the true and bad sense of that word. 

The question therefore arises, why not grant Scotland a 
genuine measure of home rule? Why not let the Scots, if it 
can be shown that a majority of them really wish it, elect a 
responsible assembly of their own ? The proviso is, of course, 
all-important. There can be no point in making concessions 
to please what may be described as the Celtic lunatic fringe. 
But the signs are that Scottish public opinion, though rather 
incoherent and far from certain of its precise requirements, 
would warmly welcome a move in this direction. The self- 
styled Scottish National Assembly, for example, a fairly 
moderate group with members widely drawn from local authori- 
ties, trade unions, and churches, has recently said as much and 


worked out detailed proposals. Instead of shying from the 
whole issue like a frightened horse, it is surely up to the 
Government to examine the idea with an open mind and to dp 
its best to take the pulse of Scottish opinion. 

This would, admittedly, not be an easy task. It is difficult 
to find out in any detail what a people—as distinct from jts 
over-articulate politicians, who might have a personal interes 
in any decision that led to the creation of new offices—real} 
wants, and how much of what it says it wants it would stil 
want when it found out what it really amounted to. But the 
decision should be a Scottish one. It is difficult to understand 
why anybody in England should oppose Scottish home rule, 


for though it might hurt the Scots it could hardly hurt the ~ 


English, unless it was very unfairly contrived. To take of 
Parliament’s back the load, or part of it, of its present ill-per- 
formed responsibility for Scottish affairs would assist the proper 
working of democracy in England as surely as it would foster 
the same thing in Scotland. 


* 
The form that a Scottish assembly should take, were one to 


be set up, presents comparatively minor problems. It is, of — 
course, of the essence of the scheme that the assembly or — 


Parliament, as the Scots would probably prefer to call it, should 


possess full authority over a defined range of delegated functions 
in the same way—though not necessarily to the same extent— _ 


as the Northern Ireland Parliament. It has been suggested that 
the Scottish MPs, if they sat part of each year in Edinburgh, 
could perform this function adequately. This might work a 
a temporary expedient, but it would involve the MPs in over 
work and divided energies and loyalties. It would probably te 
better to go the full distance and let each existing Scottish 
constituency elect several members to a new Scottish legislature. 

A Scottish Parliament would need to have its functions care- 
fully defined. There is no difficulty, however, in setting what 
should be the maximum and minimum limits of its power. 
Unquestionably, it should have full authority over the adminis- 
tration of the matters now handled by the separate Scottish 
departments and it should legislate in most, or all, of those cases 


where, at present, a separate Scottish Bill has to be passed | 


through Parliament. It is equally clear that matters relating 40 


foreign policy, defence, the Crown, and one or two specialised 5 


services such as the Post Office would be reserved exclusively 
to the United Kingdom Parliament. Between these two limits, 
there is a large middle ground providing room for experiment 
and flexibility. Probably the Scots would be wise to start at 
the lower limit and work upwards. 

The chief query over what powers should be delegated relates 
to the wide field of economic planning and organisation, over 
which the Scots are apt to imagine themselves ill-treated. The 
Ministry of Civil Aviation will not be lightly forgiven for its 
treatment of Prestwick, whilst failure to build a Forth Bridge 
is laid at the doors of the Ministry of Transport. Again, the 
direction of Scottish girls to English factories during the wat 
made the Ministry of Labour far from popular. It is perhaps 
not much good pointing out that sinsilar things happen in other 
parts of Britain without provoking the same outcry. The 
nationalisation of industries and public utilities is creating fresh 
issues, In some cases—for instance, gas and electricity distribu- 
tion and road passenger transport—it can be plausibly argued 
that the regional structure which is coming into being is W 
suited for attachment to a Scottish Minister, responsible tothe 
suggested Scottish Parliament, rather than for direct linkage 
with London. In any case, services which have been run for 
years by Scottish municipalities could not easily be withheld 
from a Parliament of all Scotland; and the Glasgow citize®, 
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who until now has had to go no further than the City Council 
to complain about his bus setvice or gas supply, would feel 
unbearably frustrated if he had to seek a dubious redress in 
London when there was a Parliament sitting in Edinburgh. 

But the arguments on the other side, in ‘favour of maintaining 
the economic unity of Great Britain, are almost overwhelmingly 
strong. Not only are they the general arguments against sub- 
dividing an island which is already a small unit for many pur- 
poses, there are also the specific arguments that harm would 
thereby be done to Scotland. For example, if the Scottish 
transport system were independent of the British Transport 
Commission, either Scottish charges would be higher than 
English, or Scottish transport workers would be paid less. And 
if ever it were contemplated that Scotland should be fiscally 
separated from England, it would become obvious that the Scots 
would either have to increase their taxes or lower their standard 
of social services. 

The plain truth is that Scotland would be certain’ to lose, 
and England to gain, by an economic divorce—and there is 
no reason why the English should pay alimony. The Scots, 
therefore, would be very well advised to leave the whole field 
of economic policy—which could hardly exclude the nationalised 


NOTES OF 


It is still not clear whether the purpose of Russian behaviour 
in Berlin is to squeeze the Western Powers out of the city for 
good and all, or to create a new bargaining situation in which 
they m.ght be persuaded to delay or modify their plans for 
making Frankfurt the seat of a German government before the 
winter. Neither operation is likely to be quickly successful ; if the 
roads through the Russian zone are closed, the railway will be 
used ; if the controls on the railway become intolerable, aircraft 
will be used; and if aircraft are interfered with, the Russians 
and Americans will stand face to face in a situation where tempers 
will need watching, 

Experience has shown firstly, that a smack in the face may be 
the Russian’s sign that he wants 2 heart to heart talk ; secondly, 
that it may be necessary to Carry firmness to a quite dangerous 
Stage before the Russian representatives in Berlin can inform 
Moscow that they have reached sticking point. There can be no 
question of surrendering under pressure the rights in Berlin 
granted to the British and Americans at Potsdam ; but there can 
likewise be no question of the Russian right to take reasonable 
measures for security checks on traffic along what, in present 
circumstances, can hardly be called the international highway 
between Helmstedt and the city. 

But matters have not yet come to ultimatum point, and there 
is some hope that the prospect may look less bleak by the time 
Lord Montgomery gets to Berlin next week. The traffic 
regulations issued by the Russians are far from clear ; having 
been issued at thirty-six hours’ notice to come into force on 
April 1st—of all. days—the Russians would hardly lose face if they 
allowed a few days for consultation and examination, Even then 
it remains to be seen whether the Russian objective is really to 
strangle slowly the western sectors of Berlin. It is to be hoped 
that British policy for these moves in the war of nerves is better 
prepared than it was when the Markos. “government” was 


proclaimed in Greece, 
« * * 


Team.or Queue for Marshall Aid ? 


It seems that the British view on the structure of the Con- 
tnuing Organisation to execute the Marshall Plan has prevailed 
at Paris. The working party has yet to complete its report— 
which will be adopted by the Sixteen Nations not later than 
April 12th—but ‘the outline is already reasonably clear. The 
most important body will be the executive committee, on which 
representatives will sit as delegates from each’ of the governments 
and as heads of national delegations. ‘The secretariat will be 


subordinate-to the committee, as will the technical sub-com- 
mittees ; anid the exectitive committee will also act as the opposite 
number to the American Ambassador-at-Large. 

It is not known why the British have’ insisted on a strictly 
national appfoach and: have’ led the Conference to reject the 
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industries—to the Parliament at Westminster and the Govern’ 
ment at Whitehall, even though this would mean confining the 
ambit of home rule to the.subjects that are mainly.of concern 
to local authorities: But, once again, the decision should,’ in 
the last analysis, be Scottish, If the Scots really want to imé 
poverish themselves and present a’bonus to the English’ tax- 
payer, why should he object ? 2s 

_ At is a strange thing that British governments, and English 
public opinion generally, have always been so hostile to‘the 
very mention of Scottish home rule.’ Enough ‘thas beén ‘said 
to show that, if equitably and moderately contrived, a project 
of this sort has. many- advantages. It would revivify democracy 
in Scotland, and lubricate it in England. It would not make 
the Scots a whit less loyal ; and it need not harm a single English 
intetest. Why then oppose it out of hand ? The reason would 
seem to be a kind of grasping conservatism, an unthinking 
insistence on conformity which perhaps draws its strength from 
memories of the turbulent past of the British Isles. But those 
days are truly gone. Today, the Scots themselves, who would 
reap both the blessings and the curses of home rule, should 
be the ones to decide whether they really want it—and how 
much of it they want. 


THE WEEK 


French preference for a strong multi-national secretariat, repre- 
senting the joint interest of the Sixteen. One probable. reason.is 
the fear felt in some quarters that a multi-national agency would 
stand no chance of putting its views across in Whitehall, where 
even internal planning has come to grief on jealous depart- 
mentalism and where genuine international planning would be 
likely to fare even worse. Another is the desire to avoid frighten- 
ing the Dominions into putting a veto on the whole proceeding ; 
they might well fear that an international secretariat would be 
much léss tender towards imperial preference than the British 
Government. There is also the lingering belief that Britain enjeys 
a natural priority in the United States and that, if it can keep its 
existence distinct by means of separate national delegations, it 
can hope for better treatment than its neighbours. 

The attitude is understandable. But it also has great dis- 
advantages. The device of separate national representation ‘will 
be forever forcing what should be a team into a queue. And, in 
particular, the presence in Washington of different competing 
supply missions—a natural corollary of separate missions to the 
continuing organisation—is likely to make the worst possible 
impression on Congress, which remains nostalgically attached to 
the idea that Western Europe might become one. Clearly any 
Western Union worthy of the name, when it comes into existence, 
will need central machinery at least as strong as the present French 
proposals. But for the time being everything depends on the 
ultimate intentions of the governments. If they are not in co-~ 
operative mood, the most resolute Secretary-General, equipped 
with the largest paper powers, would be helpless. And if they 
have a will to agree, they can do so through the machinery now 
proposed. 

* 7 * 


Towards Customs Union 


The fime is not far off when British business men will have 
to start thinking about the good and harm that might be done 
to them by-the creation of a customs union for Western Europe. 

¢ idea has caught on among most of the sixteen governments 
interested in the Marshall Plan. Some are pursuing it in order 
to impress the Americans with their zeal for co-operation ; 
others follow it up more cautiously in the belief that it may 
open the way to wider home markets, production on a larger 
scale and increased specialisation. Before the end of this year 
there should be available sufficient evidence about “these possi- 
bilities to make the decision about joining such a customs union 
a political question of the first importance, especially for Britain. 

So far British attention has been ostentatiously concentrated on 
research and committee work, whereas France and Italy have 
concluded an agreement about economic union; and ’ regional 
arrangements are being discussed by the Scandinavian group 
and by Greece and ‘Turkey. Study has been carried on by the 
European Customs “Union Study Group, which finished its third 
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meeting in Brussels last week. Its long and technical report on 
the administrative and economic problems presented by the 
creation of a customs union is now ready, and it has launched 
two junior bodies on further useful work. — 

The first of these, the Economic Committee, is to meet on 
May 18th to begin detailed study of the effect on all interested 
countries of tariff changes between themselves and with the rest 
of the world; but before that meeting each member has to 
prepare a list of the products or sectors of production which it 
proposes to study—a task into which business men will cer- 
tainly have to be drawn. The second body, the Tariff Bureau, 
is drawing up a sample common tariff for the Sixteen and 
working out a common nomenclature. Without these aids 
serious calculation and negotiation cannot begin ; it is not even 
possible to agree on the exact distinction between fresh, chilled 
‘and frozen meat. 

By the end of the year, therefore, it should be possible for all 
governments to start estimating with fair accuracy what each 
and all would gain or lose by joining “a free trade area with a 
common tariff ”°—which looks like becoming the accepted defini- 
tion of a customs union. And at that point—if not earlier—it 
will be necessary for the imperial powers to think about.the effect 
of a common tariff on their preferences. Not till then—accord- 
ing to present plans—will the politicians be let loose in what 
the Study Group’s report rightly calls “a region which is 
hitherto largely uncharted, and in which there are at present 
few signposts to guide the traveller.” For the moment the most 
that they will be encouraged to say is that a Customs Union could 
provide “a stable framework ” in which measures taken to execute 
the Marshall Plan “might be confirmed and consolidated.” 


* * * 


The Monopoly Bill 


The text of the Governmeat’s Monopoly (Inquiry and 
Control) Bill was issued only shortly before this issue of The 
Economist went to press. It is one of those Bills whose cumbrous 
abstract phraseology is a little difficult to translate at once into 
concrete terms applicable to specific examples. There are also 


many points on which the courts will doubtless have to pronounce. . 


No more than first impressions can therefore be given now. 
The first of these first impressions is that at last somebody has 
done something about the subject of monopoly and restriction. 
That is a great gain. For something like a generation the 
initiative, both in discussion and in action, has been with those 
who favoured monopoly and restriction of one sort or another— 
with what results are now bitterly apparent. If this Bill means 
that the tide is turning, then it will be of historic importance, 
whatever its detailed imperfections may be. The Bill sets up a 
Monopoly Commission, to be appointed by the Board of Trade. 
The Commission is to function separately from the Board and 
decide its own procedure ; but the powers retained by the Board of 
Trade are too great for the Commission to be called independent. 
For example, it cannot start an investigation without a reference 
from the Board of Trade, nor may it, without permission, 
proceed from an investigation of the facts to a statement of 
opinion whether any harm is being done to the public interest. 
The Commission will have powers to take evidence on oath, 
bur there is no statutory obligation to publish a report that deals 
only with facts—this seems to be a remarkably timid provision. 
It is a strong point of the Bill that though its title refers only 
to monopoly, the Commission is, in fact to concern itself equally 
with restriction where there is no monopoly. The “conditions to 
which this Act applies” are, roughly, the existence of a single 
seller (or buyer) engrossing one-third or more of the market or 
the conduct of a trade (by any number of participants) in such 
@ manner “as in any way to prevent or restrict competition.” 
This seems to be wide enough. On the other hand, the Bill 
suffers from very severe limitations on its scope. Anything to do 
with wages or labour is specifically and carefully excluded. This 
is quite indefensible ; is there any reason why the facts of restric- 
give trade union practices should not be ascertained ? It would 
also seem to follow from the wording of the Bill that nationalised 
industries would be outside its scope, however much restriction 
y may practice. Also, apparently, all service industries are 
xcluded, 
In one respect, however, the Bill seems to go far too far. This 
js in Clause 10, which deals with the action that may be taken 
here the Monopoly Commission reports that something is going 
that is harmful to the public interest. In such a case, any one 
a number of Government Departments may, in substance, issue 
y such commands or prohibitions to industry as it ‘sees fit, 
subject 10 affirmative resolution of cach House of Parliament. It 
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is entirely right and proper that remedial action should. follow 
upon the discovery of abuses. But even those who are most 
impatient for a campaign against restrictive practices should 
hesitate before they approve such vague and unlimited powers, 


* * * 


Transport House Hedges 


Not much light was cast on the probable future course of 
wages negotiations by last week’s TUC statement on the White 
Paper on Wages. That the White Paper policy should have har 
any endorsement at all is something ; indeed, it is only the } 
of perspective induced by a close preoccupation with crisis 
economics—akin to the narrowed horizon of a sufferer from tooth. 
ache—which prevents a general recognition that this endorsement 
is a landmark in trade union history. Who, twenty years ago, 
could have imagined a conference of trade union executives, in 
any circumstances, accepting the general principle of a wage 
stop? The trade union mind has travelled—on previous form— 
a long way. 

But the practical upshot remains to be seen. For one thing, 
the decision of the TUC does not bind its constituent bodies, and 
a substantial minority, including engineers, civil servants and 
distributive workers, rejected the arguments of the White 
Paper root and branch. It would be premature pessimism to 
see in this division between more or less responsible elements the 
beginnings of a schism in organised labour such as has bedevilled 
the trade union movement—and indeed the whole national 
economy—in France ; but the possibility at least is there, and if 
the dissentients claim, and win, increases, the strain on the for- 
bearance of the more public spirited will be severe. More im- 
mediately serious are the amendments qualifying the majority 
acceptance. Taken at their face value, indeed, they make that 
acceptance completely meaningless. In the first place, nothing 
must prejudice the claims to higher pay of those workers now 
failing to attain “a reasonable standard of living.” What standard? 
Bearing what relation to prewar, or to the whole national income 
of today ? Standing alone, and properly defined, this stipulation 
might be reasonable enough. The national minimum as a first 
charge on national resources is not an article exclusive to the 
Labour creed. But the TUC, showing once again its curious 
and illogically delimited passion for traditional inequalities, adds 
a further category of indefeasible claims; claims, that is, for 
wage advances required to preserve the traditional structure of 
differentials between successive grades of workers within an in- 
dustry. Because the notoriously underpaid A has got a rise 
enabling him to make ends meet, therefore comfortable B and C 
are justified in demanding a proportionate increase to preserve 
their immemorial superiority. 

Invoked only in the hardest or most anomalous of cases, these 
two escape clauses might merely add a little human flexibility 
the wage-stop policy. Regarded as prior objectives, they make 
nonsense of that policy and give the green light to inflation. And 
no hint has emerged from Transport House as to which attitude 
is, in fact, to be expected, 


* * * 


RIP ILP? 


A requiem for the ILP is perhaps hardly needed just yet. 
The suspension of electoral activities cnnounced last week which 
was carried by only one vote was a sensible and realistic decision. 
in view of the party’s recent fighting record and particularly of 
the Camlachie fiasco, but it does not quite amount to deliberate 
suicide. Indeed, Miss Annie Maxton’s statement explicitly left 
the door open for a future return, should circumstances seem 
favourable, to the electoral arena. To those who murmur 
“RIP” her answer is “ Resurgam!” 

No political resurrection, however, can be reasonably foreseen 
for the ILP. It fulfilled in its time a number of functions, which 
other organisations now fulfill more effectively. It was the 
home of idealists, romantics and rebels; their successors sit 
more or less comfortably on the Labour back benches or, if too 
pathologically irreconcilable, find a more congenial niche in the 
Communist Party. It was the starting-motor which swung into 


action the potential energies of the as yet politically unawakened, 
Labour movement ; but a starter which continues to buzz after the 
main engine has fired and taken up the load is a nuisance, and 
as such the Labour Party ungratefully regarded it. It was come 
genitally an opposition party ; as ally or even as friendly critic 
of a solidly established and somewhat self-righteous govern- 
ment, it was hopelessly out of its proper réle. It is even quesuone 
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able how far the party will be able to retain and recruit member- 
ship, and to preserve its distinctive intellectual and emotional 
colouring—in a word, to cohere—now that its only immediate 
programme is an educational campaign for the United Socialist 
States of Europe. The pull to Left and Right is strong, the 
rewards for ambition non-existent; and there is no magnetic 
central figure left, no James Maxton, let alone a Keir Hardie, 
to counter these centrifugal influences. The ILP though not 
dead, has unmistakably retired; the very energetic, when they 
retire, often have a habit of breaking up with surprising speed. 
However much practical wisdom may endorse last week’s act of 
abdication, the political scene will be the poorer for this decline 
to the status of a dubiously viable propaganda body of the 
liveliest and most generously inspired of splinter parties. 


* * * 


Communists in the Civil Service 


It was rather unfortunate that the time allotted in the debate 
on the Adjournment last week to the Government’s proposal to 
remove Communists and Fascists from any post in the Civil 
Service connected with national security should have been so 
short. The topic has naturally aroused very widespread interest, 
not to say concern, and many members were prevented by the 
clock from making their contribution to the discussion. Speaking 
generally, public opinion has shown no undue misgivings over 
the line of action proposed by the Prime Minister, who once 
more took occasion to reassure the public, after the rather loose 
talk about purges and witch-hunts which has been heard in 
certain sections of the popular press, that it is not the intention 
of the Government to proscribe any form of political opinion 
among members belonging to the public service, but merely to 
avoid situations which’ might give rise to divided loyalties. There 
was no question of dismissal, except in cases of technicians for 
whom employment could not be found elsewhere in the Service, 
and wherever an individual could be usefully employed in other 
departments he would be so used. 

Almost everyone who has considered the evidence contained 
in the report of the Canadian Royal Commission, and has 
pondered on the lesson of Czechoslovakia, will, even if 
reluctantly, admit that the time had come when action could 
no longer be delayed. The procedure now proposed by the 
Government goes as far as possible to meet the misgivings ex- 
pressed by members of the Opposition regarding any possible 
infringement of the fundamental liberties of the people, There 
is something inevitably distasteful in the methods which have to 
be employed by security authorities, and it is impossible to 
suppress doubts about the conclusions reached solely on their 
evidence. In these circumstances Mr Attlee has very wisely 
decided to set up an advisory body of three retired civil servants, 
whose function would be to assist the responsible Minister before 
any action is taken by sifting the evidence and examining the 
person involved. It is difficult to see what further safeguard could 
have been provided, for cases of this kind would obviously be 
quite unsuited for submission to any legal tribunal. The response 
to the Government’s proposals has been much more favourable 
than might have been expected, and they were endorsed over the 
Easter holiday by three different bodies in the Labour movement, 
the Clerical and Administrative Workers’ Union, the Shop Dis- 
tributive and Allied Workers and the Co-operative Party. 


* * x 


A Gaffe About Spain 


Even after second thoughts, 188 members of the House of 
Representatives insisted on putting into the Forcign Aid Bill a 
few words which are being represented all over the world as an 
invitation to Spain immediately to join the Marshall Plan. In 
fact, the original draft did not exclude Spain any more than it 
excluded Russia; and it was left to the Sixteen in Europe to 
take what attitude they wished towards Madrid. What that att- 
tude would be was made clear by the stony silence which greeted 
Portugal’s suggestion made at their meeting in Paris a fortnight 
ago, that Spain should make a seventeenth. Delegates knew quite 
well that any attempt to make General Franco’s passage into 
European society any shorter or easier than it has so far been would 
play into Communist hands all over Europe. Representative 
Okonski’s amendment was therefore doubly superfluous, 

There are few more tricky problems for the leading Western 
Governments than that of keeping select the democratic club 
which they are forming in Europe. The label of “ Anti-Com- 
munist” covers many strange persons and parties whose anxiety 
to climb on the Marshall band wagon will grow with time. Con- 
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gressmen should have realised that direct encouragement of 
General Franco’s candidature would greatly embarrass the British 
and French, would create a sensation in Italy and would: enable 
Communist propaganda to proclaim in the words of the Daily 
Worker : “ Marshall Aims to Still Fears of Right-Wing Europe.” 
It is a bad gaffe, but there is no evidence that the State Depart- 
ment will quickly change its attitude to General Franco or that it 
will seek to influence the policies of the Sixteen. If anything can 
be done to teach Congressmen the difference between Socialists 
and Communists, and the fear and loathing still felt in Europe 
for the Fascist Right, it should be done quickly. This kind of 
blunder must not recur, 


* * * 


For the Peace of Jerusalem 


When the idea of isolating Jerusalem,from the Arab-Jewish 
conflict as an international sanctuary was first put forward in 
Britain, it was derided by the Zionist publicists. The Jews at 
that time, clinging to their belief that the Arabs did not count 
and that only the British stood between them and triumph, still 
felt certain of partition and its enforcement by international 
power. They are now waking up to reality. On Easter Sunday 
Dr Garbett, the Archbishop of York, launched his appeal for an 
international force to protect Jerusalem and the Holy Places after 
May 15th. In reply the Jewish Agency spokesman has gone 
further than any Zionist quarter has yet done by saying that 
the Agency would welcome any positive Arab proposal for a truce 
in Jerusalem provided they could rely on its observance. Dr 
Hussein Khalidi, secretary of the Arab Higher Committee, replied 
that the only danger to Jerusalem was from the Zionists, Neither 
of these statements can have given much comfort to Dr Garbett 
and those who feel with him, 

Meanwhile, events on Easter Sunday near.Bethlehem may have 
made a truce seem more attractive to the Zionists, but for that 
reason less so to the Arabs. For reasons of prestige and as part 
of a kind of all-or-nothing strategy, the Jews have been maintain- 
ing precariously an exposed group of settlements, Kfar Etzion 
and three others, between Bethlehem and Hebron. They are 
virtually evacuated and held only by Hagana detachments, sup- 
plied by occasional armed convoys pushed through with British 
help. This week-end one of these convoys slipped through, un- 
known to the British authorities, and set out on its return journey 
against their advice. It was caught and surrounded by the Arabs 
and eventually rescued by the British Army, after the Jews had 
lost 16 dead and 45 wounded and had had to surrender all their 
vehicles, arms, and equipment. It is estimated that the attempt 
to hold on to Kfar Etzion since November 29th has already cost 
about 100 Jewish lives. 

Unfortunately all this is relevant to the future of the Holy 
City. No international force could keep the peace in Jerusalem 
without some basis of consent by the inhabitants. As things are, 
the Holy City is the centre of greatest fanaticism, For the Jews it 
is a base of operations in Arab territory ;. for the Arabs it is 
a valuable hostage. Once the British leave, the blockade of Jewish 
Jerusalem, already serious, will begin in earnest. Its evacuation 
by the Jews would be scarcely practicable, even if they could con- 
sider it. Yet they would have to make a gigantic effort to pierce 


the blockade, with doubiful prospect of success in the long min. 
This does not mean that the attempt to save Jerusalem must 

be given up. But on the Jewish side it will need the removal 

from the city of the Jewish Agency and all Jewish official repre- 
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sentation, and the abandonment of quilying settlements which can 
only be maintained from Jerusalem. nti] military necessity 
compels them, this may seem to the Zionists too high a price to 
pay for a religious peace in which few of them are interested. 
On the Arab side, it would demand acceptance of an international 
regime—and international regimes, in the Arab mind, are associated 
with partition. These are the obstacles to be overcome if an inter- 
national force, which nowhere yet exists even on paper, is to be of 
any use in Jerusalem. Yet the effort for the peace of the city 
should be made ; there are barely six weeks left in which to make it. 


*x * * 


No Change at Brigg 


After the “ whale of a victory” at North Croydon the results 
of the by-election at Brigg must have come to the Conservative 
Central Office as something of an anti-climax. Nevertheless 
the reduction of the Labour majority from 8,100 to 4,600 must 
have given the Labour Party considerable food for thought. 
Though the swing-over was not on the same scale as that at 
Croydon, where a big section of Liberal votes must have turned 
Conservative, the trend is sufficiently marked to indicate that 
here as elsewhere Labour has lost a good deal of ground, though 
it is not large enough to make it clear that in a general election 
today the Government would actually be turned out. 

An interesting feature of both these by-elections—and of 
several others in recent months—has been the _ increase 
in the percentage of the electorate who voted over that 
shown in the General Election. At Croydon the percentage 
voting incteased from 63 per cent to 75 per cent, and at Brigg 
from 74 per cent to 77 per cent, which must be quite a 
phenomenal figure for a by-election. Clearly such persistently 
large polls mean something. But what? They must mean an 
unusual degree of public interest in politics and (let it be hoped) 
a growing awareness of the crisis in which the country is caught. 
But when a larger poll is combined with comparative stability in 
the relative strengths of the parties, interpretation becomes diffi- 
cult. Time will show what this greater interest of the electorate 
means. For the moment it is enough to welcome it. 


* * * 


Jobs for Juveniles 


The new Employment and Training Bill introduced last week 
is in two parts of very different character. The first part is almost 
entirely one of consolidation ; existing legislation relating to em- 
ployment and training services is tidied up and put in order, 
and legal sanction is given to the present arrangements for giving 
advice and training, particularly for those already in employment. 
The second part of the Bill is much the more interesting: it is 
concerned with bringing into force most of the recommendations 
of the Ince Committee, which reported in 1945, on the juvenile 
employment services. 

The object of most of the provisions of Part II of the Bill is 
to create a more effective organisation for giving young people 
advice and assistance in choosing their careers, and to a limited 
extent it also embodies powers to provide training to those boys 
and girls who have a special aptitude for a particular occupation 
for which there is no local outlet: The present juvenile employ- 
ment services are extremely patchy and unco-ordinated. Under 
the Bill it is proposed that a Central Juvenile Employment 
Executive should be set up, staffed by the Ministry of Labour 
and the two Education Departments, and that the Minister should 
be advised by a National Juvenile Employment Council consisting 
of teachérs, employers, trade unionists, local authority representa- 
tives and five independent persons. 

Young workers are now such rare and precious creatures that 
the Ince Committee originally proposed that parents and»children 
should be required to attend at employment exchanges in order 
to receive advice, so that they might be made aware of the best 
opportunities available. This requirement has now fortunately 
been dropped, and the obligations are limited to the local education 
authorities to prepare schemes for a full juvenile employment 
service in their areas and to the schools to supply the service with 
details about the boys and girls attending. 

Blind alley occupations are becoming more and more rare for 
young people, since the shortage of juvenile labour has caused keen 
competition among employers, and as long as full employment 
lasts this danger has virtually disappeared. Whether the new 
service succeeds in finding the right kind of jobs for the boys 
and gitls who come for advice depends entirely on the quality 
and insight of their advisers. This is the kind of work which 
should. prove extremely attractive to the best type of social 

_workers—if they are not tied down by régulations. = 
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Income Tax Reform i 

There is an important article on “ Taxation and Incentives * 
in the April issue of Lloyds Bank Review... Its importance |i 
not so much in what it says about the crippling effect of hj 
direct taxation, the technical defects of PAYE and the iniquity of 
the Profits Tax—all of which has been said many times. before— 
but in the fact that these things now appear over the signature of 
Mr S. P. Chambers, who was until recently a member of the 
Board of Inland Revenue. The official attitude towards the 
technical reform of the income tax has hitherto tended to consist 
of an indulgent smile at the zeal of amateurs who like to busy 
themselves with matters they do not understand, combined with 
hints that the real experts know perfectly well that all change 
is impossible. 

Mr Chambers has made it impossible for his former colleagues 
to maintain this attitude any longer. He gives his explicit blessing 
to the most far-reaching of the “amateur” ideas, of which Lady 
Rhys Williams has made herself the chief public advocate and 
which has often been expounded in The Economist. This is, in 
short, that the income tax should become a simple flat-rate tax 
(Mr Chambers suggests a rate of 3s. in the £) levied on all 
income at the source without exemptions or allowances ; that 
the payment of personal allowances should be an entirely separate 
operation, amalgamated with National Insurance ; and that surtax 
should be extended downwards to £500 in order to make the 
combined effect of both taxes suitably progressive. Such a reform 
would vastly simplify the administration, both in the Inland 
Revenue and in private business, and it would largely remove 
the disincentive effect of the present system of PAYE, since the 
same rate of tax would then be levied on all wage earnings, from 
the first penny to the last—within the limit of £500 a year. In 
fact, such a reform promises so many advantages that the only 
argument against it could be some technical impracticability not 
visible to the naked eye. Mr Chambers now gives an authorita- 
tive assurance that there is no such hidden obstacle. If Sir 
Stafford Cripps does not deal with the subject in his Budget 
speech, it ought to be forced upon his attention. 

Meanwhile, Lloyds Bank Review might ask Mr Chambers to 
outline his views on the taxation of industry, a reform of which 
is equally urgent, and would in any case be necessary if the 
income tax on personal incomes were altered as he suggests. 


* * * 


Persia Again Under Pressure 


The brief lull in Persia’s external affairs has been broken by 
another stiff Note from the Russians. In it they reply to 
Persia’s rejection of Russian complaints, made on February 2nd, 
about American “imperialistic activities” in Persia. The new 
Soviet Note calls the Persian answer unconvincing, and again 
claims that the course being pursued by Teheran is contrary 10 
the good neighbour policy provided for in the Soviet-Persian 
Treaty of 1921. The Russians also make a pointed comparison 
between the present situation and that of 1941, when “the 
Persian Government also tried to deny the existence of foreign 
agents . . . whose activities -were directed against the Soviet 
Union.” The spark which fired the Allies, including the 
Russians, to occupy Persia in 1941 was the activity of German 
agents. 

The Persian premier, seventy-seven year old Ibrahim Hakimi, 
has the reputation of being anti-Russian. But during his few 
months of office he has shown no more than dignity and modera- 
tion in the face of Soviet pressure. Hakimi has made it plain 
that the Persian-American Agreement of October 7, 1947—which 
is not secret, being filed at Uno headquarters in New York— 
did not give any American officers the right to interfere mn policy 
or to command. They are employed as technical advisers only. 
26 of them under jor-General Robert W. Grow with the 
Persian army, and 13 in the mission headed by Brigadier-Gencral 
Norman Schwartzkopf, which was established by the agreement 
of 1943 for reorganising the gendarmerie, a country force distinct 
from either the army or police. Hakimi also declared that, when 
purchasing. ¢quipment for the depleted Persian army stocks at 
the end of the war, Teheran had applied to the USSR as well 
as the USA for arms. But Russian prices were too high. It was 
natural that, having bought American military equipment, Persia 
should employ Americans to give instruction in its use. 

With the notable exception of the pro-Soviet Tudeh party and 
a minority of the extreme Left, Hakimi’s opponents in the Majlis 
have not directly attacked his policy towards Russia. Althou 
be be ben pons rome 2 home affairs—on the last 7 A, 
c ce_he through with a majority _< 
Hakimi’s fall would probably not change the attitude of Teheran. 
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The Persians know they are walking a tightrope—that is one 
reason why nearly all the political clamour in the Majlis is at 
present concentrated on matters like economic reform. But, 
natural as it is for the Russians not to welcome an American 
military mission on their doorstep, Persian unwillingness to 
permit interference with their internal affairs is equally so. The 
lessons of Eastern Europe are not forgotten in Teheran. 


* * * 


Arab League Birthday 


The Arab League was three last week. It celebrated its 
birthday in understandable triumph over the changed picture in 
Palestine. Its cause was the abandonment of partition, and this 
looks like winning. But its success has a serious aspect which its 
members, in their addiction to celebrations, have forgotten. They 
have, in this as in other matters, achieved only a negative objec- 
tive. They have stopped something distasteful, but they have 
started nothing. They have no plan ready for their adherents 
in Palestine to pursue in order to promote peace and a change 
from the country’s present unproductive way of life. If any one 
of the Arab statesmen attending last week’s meeting had had the 
moral courage to check the cheering and give a sober review of 
the field the League has so far covered, his picture would have 
been gloomy. 

Admittedly, regional pacts are not easy to organise. They 
mature with d.fficulty even among states much more developed 
than those which speak Arabic. To ask “Why no economic 
fusion ?” and “ Why no joint defence arrangements ?” is to be 
unduly exacting. But the candid stocktaker is bound to admit 
that the debit side of the League’s reckoning shows some nasty 
liabilities, One is its members’ tendency to parochial quarrels ; 
another is their failure to make any headway at all in the social 
field ; this must be developed if its member states are to carry any 
weight at the economic and social conferences that they attend. 

At the moment, the worst quarrellers are Syria and the 
Lebanon. These have long enjoyed a currency and customs 
union—it forms the principal part of their joint system known 
as the Intéréts Communs—and they ought to be economically in- 
dissoluble. Their economies are complementary, in that the 
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Lebanon furnishes the port of outlet while Syria grows the bread ; 
and their common frontier cannot be rendered proof 5 ao 
smugglers without expenses that small states cannot afford. 

two considerations alone outweigh the fact that Syria wants to 
protect some infant industries, whereas the merchant princes of 
the Lebanon like a quick turnover in the freest possible condi- 
tions of international trade. But at the momen: the fate of the 
Intéréts Communs hangs in the balance. They are preserved, 
by the terms of an uneasy truce, till the end of this month, while 
language fit for Billingsgate is hurled to and fro across the passes 
that separate Beirut from Damascus. 

The quarrel has raged for two months—since at the close of 
long tripartite financial negotiations in Paris, the Lebanese signed 
a financial agreement with the French maintaining a franc backing 
for their currency and the arrangements whereby France allows 
an allocation of hard currencies, while the Syrians did not. Shall 
the Lebanon ratify? If so, say the Syrians, they will be 
treacherously allowing the French to resume their stranglehold. 
If not, say many Lebanese, they become prisoners of Syria’s 
economic planning. For the moment, therefore, an effort made 
in February to separate the Lebanese from the Syrian currency 
has been abandoned. The notes of the one are accepted by the 
other with scarcely a shrug. Whatever the decision taken before 
the month is out, Arab League harmony is bound to remain 
shaky in its north-west quarter. 


* * * 


Kingdoms of the Rich 


Farther south, other matters are in debate. The opposing 
claimants to the throne of the Yemen—following the murder of 
its. ruler—have rival backers. Naturally, the Imam’s son is 
heavily supported by neighbouring kings—Ibn Saud and 
Abdullah—each of whom prefers that no precedent should be 
set for removing an elderly ruler. The quarrel over pipe lines to 
the Mediterranean, which are favoured by King Ibn Saud but 
opposed by Syria in its loyalty to Palestine, is likely to abate if 
plans for partition are successfully buried. 

But a deadweight more serious than any local quarrel is the 
League’s failure to move in matters of social and economic 
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development. Something more than talking, is urgently called 
for if the League is to keep abreast of the ideas now r 
through the shocking slums and tin towns that. disfigure its 
urban centres. Like all leagues it is only the sum of the govern- 
ments that composed it and these—let the fact be faced—are 
rotten because they lack the moral courage to curtail the 
privileges of the powerful and rich, All pay lip-service to direct 
taxation of large incomes, to social welfare and like necessities ; 
but all continually shirk the unpopularity that the necessary action 
would arouse. Until one of their statesmen is bold enough to 
change his country’s spots, what hope is there of collective action? 
Surveyed from this angle, the League looks like a menace. 


x * * 


Africans in Industry 


The researches of the Dalgleish Commission into the 
advancement of Africans in the industry of Northern Rhodesia 
have resulted in an interesting report which should clear much 
of the fog surrounding this important subject. The Commission, 
appointed in May, 1947, met with strong opposition from the 
European mine workers who, frightened by what they imagined 
to be a threat to their future employment, refused to co-operate 
in any way. In spite of such obstacles, the Commission heard 
and saw a great deal of evidence from both Europeans and 
Africans. Their report is a sincere attempt to decide how fit 
Africans are, or may with suitable training become, for skilled 
and semi-skilled work. 

A correspondent in Northern Rhodesia points out that the 
Commission had to reconcile many conflicting theories. Some 
of the Africans made greatly exaggerated claims about their 
abilities ; while many Europeans considered that Africans were 
already employed to the limit of their capacity, and were in- 
capable of advancement owing to their lack of responsibility 
and ambition. The Commission have steered a course some- 
where between these two extravagant statements. No wild 
claims for the African are made, but they estimate that, given 
proper training, the African could reach within two genera- 
tions a standard approaching that of the European artisan. 

The report gives lists of semi-skilled posts which Africans could 
fill now and posts which they could fill later. Detailed recom- 
mendations for training are given, and the strictly practical 
steps outlined are obviously necessary if the African is to make 
any real progress in industry. But the African has to be con- 
vinced that’so many years of laborious instruction and work are 
necessary,...Experience in the training of medical orderlies, for 
instance, shows that a young African, after two years at a 
medical school, finds it hard to believe that he is not the equal 
of a Doctor of Medicine from Edinburgh. 

Where the report is open to criticism is im the stress it lays 
on the question of substituting African for European workmen. 
The goodwill of the Europeans is essential if any of the Com- 
mission’s proposals are not to remain pious hopes. It is more 
sensible to train as many Africans as possible, to play. their 
parts as skilfully as possible, in co-operation with Europeans 
and not in opposition to them. In that way alone the fear of 
the European that his own livelihood is menaced by the advance 
of the African will be dispelled, while the African will no longer 
have any grounds—reasonable or unreasonable—to suspett that 
his own progress is being delayed by the jealousy of the 
European: 

- 7 + 


Co-operatives in Conference 


The most significant event of the Co-operative PartyCon- 
ference at Easter was undoubtedly the overwhelming vote. against 
a Communist-inspired resolution calling on the Government to 
rescind*the “undemocratic” Whitehall security “ purge.” The 
co-operators’ example has since been followed by the distributive 
workers and the clerical workers at their annual conferences, and 
shows that while the labour and trade union movement jis not 
prepared to accept uncritically the Government’s policy on home 
and foreign affairs, its dislike of Communists and Communist 
methods is stronger than ever. The ten-to-one majority at the 
Co-operative Conference was all the more significant, in that the 
conference had previously carried two Leftist resolutions, one 
condemning British policy in Greece and the other calling for 
legislation against Fascist activities. 

Home. affairs—prices, supplies, food control, subsidi¢és and 
wages—were discussed, but raised comparatively little interest, 
although it might have been thought that these would*be the 
main preoccupation of a Co-operative Conference... The. chief 
point of.criticism against the Government ‘was’ that ir-was not 
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making sufficient use of the Co-operative movement... To. judge 
from the protests which greeted the Co-ops’ decision to cut thei 
prices, private traders would be quick to fasten On any suggestion 
of discrimination in favour of co-operative trade, and the Govern, 
ment therefore has to walk warily. The whole question of. the 
relations between the Co-operative movement and a Socialist 
Government is one that would repay study. The Co-operative 
Party itself, as the political wing of the Co-operative movem 

is in rather a peculiar position. Although it has an affiliated 
membership of over eight million, it does not exert a com- 
mensurate influence. Its Members of Parliament are regarded as 
“Labour” and not as “Co-operative” MPs, although they are 
sponsored and financed by the Co-operative Party in agreement 
with the Labour Party, and their main function in the House 
of Commons is to keep a watch on trade developments which 
affect the societies’ interests. The fundamental reason for this, 
perhaps, is that the business of the Co-operative movement is 
trade, and not politics, and the majority of its membership is more 
interested in the “divi” than the division bell. 


* * * 


Last Straw for the Teachers 


The Easter conference of the National Union of Teachers 
had, justifiably, much to say about the size of classes and the 
sinister tendency to look on the “modern” school as a waste- 
paper basket for scholastic failures. But most heat was generated 
—again, most people will surely agree, justifiably—by the question 
of school meals and the burden which these place on the teaching 
staff. The benefit conferred by school meals, both directly in 
ensuring proper nutrition and indirectly in saving what is often a 
very arduous mid-day trek home, is undoubted ; but whether the 
work involved should properly fall, as it does now, overwhelmingly 
upon the unfortunate teacher is another matter. Of all workers 
the teacher, who must somehow preserve some degree of intel- 
lectual freshness and social resilience throughout a working day 
of heavy nervous strain exacerbated by over-large classes, has 
the most need for a proper mid-day break ; to teachers alone that 
break is denied. The provision of a complete ancillary service 
by a separate staff may be impractical at present; but some 
measure of relief is urgent if the teaching profession is not to 
become too repulsive to attract recruits on the scale now more 
than ever urgently needed. School meals, indeed, are only the 
last straws, in the way of extra-curricular activities, to be heaped 
upon the teacher’s devoted back. ; 

In this field—which includes garden clubs and games, acting, 
civic activities, and many other things—there is surely room 
for a very great growth of co-operation between school and 
neighbourhood. Helping with school ‘meals, on a rota, is an 
eminently suitable job for such mothers of pupils as have neither 
younger children to Keep them at home at midday nor sufficient 
freedom to take on full-time work. In many communities in the 
United States and Canada, such practical links between home 
and school both enable school-based activities to be carried on 
without unbearable exploitation of the teachers, and provide a 
two-way current.of interest, a lively sense of neighbourhood 
solidarity, which is invaluable to those taking part in them and 
to the pupils themselves. It is too easily assumed that the only 
alternative to leaving.a thing undone is to have it done pro- 
fessionally. In this instance, non-professional help might well 


be of more positive long-term value than the provision of a whole 
corps of waitresses. 


* 


* 


x 
Burma and the Foreigner 


A general strike in Rangoon, with rioting and mass arrests 
of Communists, is a reminder that Burma still has its troubles 
and also that, in spite of the termination of British sovereignty, 
Britain is not entirely extricated from them. The Communists, 
whose forceful and vociferous leader Than Tun is seriously 
bidding for governmental power, have concentrated their offen- 
sive against British-owned 


0 i. and have charged the 
Government of Thakin Nu, de d in principle to national 
independence and socialism, with the crime of perpetuating 
capitalism and imperialism. 

Socialism in Burma means in fact the expropriation of the 
foreigner, British, Indian or Chinese ; for there is no question 
of collectivising the land of the Burmese peasant, and the number 
of Burmese who can be described as capitalists is infinitesimal. 
But the new rulers of Burma, who in the past have themselves 
used all the turns of nationalist rhetoric and the practical devices 
of the political strike, now face an awkward dilemma. They have 
in their hands “the destiny. of a country which “is peculiarly 
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favoured with natural resources capable of yielding large export 
resources and of the communications required for their profitable 
export has hitherto been dependent on foreign capital, business 
organisation and technical capacity. It is essential to retain these 
if the production’ and trade on which the new Burma counts 
are not to show a disastrous decline. But any Government which 
takes this into account is embarrassed by the fact that there are 
too many Burmese who believe that these economic activities 
would still go on automatically, as before, if all profit-making 
foreigners were sent packing. 

No doubt if Than Tun could come to power by exploiting 
this belief, he would be faced by the same dilemma which worries 
Thakin Nu. He might forget his Communism and try to keep 
alive the layer of golden eggs, thus exposing himself to the same 
reproaches which he now brings against the ruling party. Alter- 
natively, he might follow the Rumanian Communist example and 
squeeze out the foreign capitalist regardless of the economic 
consequences for the national income, Burma would, of course, 
be the poorer (as also would be the world market) and that might 
cause popular discontent. But, as the Communists would natur- 
ally introduce their standard methods of opposition-breaking and 
police control, popular discontent would not be as dangerous to 


a as it 1s now under the relatively liberal regime of the 
AF : 


*x * te 
The Lords on the Lucas Report 


An interesting debate on agricultural marketing in the Lords 
last week revealed that the Government, whilst cautiously 
applauding the Lucas report, is in no hurry to implement any 
of its more drastic and important recommendations. The Lucas 
report argued that the great bulk of home-grown farm produce, 
which is purchased from the farmer by the Government at a 
guaranteed price, becomes in effect the “taxpayer’s property ”; 
that in consequence the marketing and distribution of this produce 
is a matter of vital public interest which cannot be entrusted 
to any sectional monopoly of producers or distributors or both ; 
that an efficient system “ will entail a fairly ruthless cutting of 
many distributive margins, and the elimination as redundant of 
many distributing and processing interests”; and that on this 
score it should be undertaken, not by the Ministry of Food or any 
Government department, but by a number of independent Com- 
modity Commissions, financially responsible to Parliament. The 
argument, on the whole, is eminently sound and logical. But 
it has not so far met with much popularity or understanding. 
For instance, even in the Lords, it was argued that it would 
be a mistake to introduce another intermediary agent between 
farmer and consumer; but the whole purpose of the proposed 
Commissions would be to prune the present excessive number of 
intermediaries. If the Commissions are to fail, like most of the 
producer-controlled Boards set up under the Marketing Acts have 
failed, to reduce the cost of food distribution, there is indeed 
nothing to be said for them. But they have a better chance of 
success than any other agency so far proposed. 

The unpopularity of the Lucas report is easy to understand. 
The farmers do not like it, not because, as some of them say, 
it drives them back “behind the farm gate”—for producers’ 
organisations would continue to play a part in marketing and 
grading, and would be free to operate processing and wholesaling 
units On a competitive basis—but because they are to lose the 
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g Acts. These powers are wanted 
as an insurance, in case the Governmenit’s price guaranteé lapses 
or provides prices too low for the farmers’ tastes. This attitude 
gained strength recently from a chance remark of the Ministef of 
Agriculture, which appeared to envisage the guaranteed ‘price 
eventually becoming a minimum rather than an average. But 
surely so it should be, - As long as the guagfanteed prices are 
settled annually in consultation with the farming industry, they 
will prove a safe enough insurance against instability and want. 
That is the limit of their purpose, and the farmers have no 
business to seek further precautions at the expense of marketing 
efficiency. 

The Lucas report is not popular with the distributive traders 
because of the ruthless economies it would impose there. Equfilly 
the report is not wholly appreciated at the Ministry of Food, 
which would be edged out of a job at which it has been con- 
spicuously unsuccessful—to some extent, inevitably so. Altogether 
Lord Lucas can congratulate himself and his colleagues. But 
the Government, instead of merely. adding its , congratulations, 
should think for a change of the less vocal needs of consumer and 
taxpayer—and take action to implement the report. 


monopoly powers over prices 
under the Agricultural 


* + * 


Imports and Competition 


However, the danger is that the inter-departmental committee, 
which is attempting to digest the Lucas recommendations in their 
relation to general food policy and to the future activities of the 
Ministry of Food, will make some fatal concession to established 
interests. Lord Radnor, in the Lords debate,.appeared to want 
the producer-controlled marketing boards to retain their existing 
monopoly powers, but to be subject to the overriding control of 
a single Government-appointed commission, which would act as 
a kind of watchdog of the public interest. Some such compromise 
solution will very likely be urged by the National Farmers’ Union. 
But it is hard to see how it would secure the drastic reorganisation 
of distributive channels that is needed, whilst it would leave the 
producers in possession of their thoroughly undesirable powers of 
monopoly control. A single commission of this sort, surrounded 
by sectional interests, would certainly not initiate effective action 
unless it were manned by supermen. 

Another problem raised by the Lucas report is what control the 
proposed Commodity Commissions should be given over imported 
food. It is clearly necessary to have some co-ordination between 
the marketing of home-grown and imported food. But it would 
be a grave mistake to give the Commissions a monopoly control 
of food imports. This would completely destroy that healthy 
competition between the two sources of supply, so beneficial to 
the consumer, which will offer the only yardstick for measuring 
the efficiency of domestic production and distribution. Such 
co-ordination as is necessary, and it should not be pushed too far, 
is an appropriate task for the Ministry of Food. 

The proposal to set up Commodity Commissions must not be 
used as a disguise for continued bureaucratic bungling and over- 
centralisation. That would be almost as bad as putting the 
producers’ organisations in the saddle. The commissions should 
be set up with a limited range of functions but with a wide 
independence in exercising them. The Ministry of Food should 
confine itself to general planning and co-ordination. Only in this 
way have the hopes reposed in the Lucassfeport got a good 
chance of success. 
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not only creates capital out of mcome, but at a chosen 
retirement age the fortunate policyholder can apply this 
capital to provide an income for the rest of his life, without 
the anxieties of investment. And for fifteen years this income 
; is tax-free 
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HE NAME SPENCE IS A 
household word in the world 
of heavy chemicals. SPENCE 
dates back to 1846 and its 

chemicals have always been re- 
spected for their high and con- 
sistent quality. Recently some 
interesting new products have been 
introduced, including materials 
for pharmaceutical specialities. An 
abridged booklet will gladly be 
sent to you giving a brief survey of 
SPENCE products, including: 

Alum, Aluminium Sulphate, Aluminium 
Chloride, Aluminium Nitrate, Alumina 
White, Activated Alumina, Calcium 
Carbonate, Detergents, Pharmaceutical 
Alumina, Sodium Aluminate, Sui- 
phuric Acid, Titanium salts, Silica, etc. 
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BUTTERLEY 


M.O.T. 16-ton wagon 


Here is the latest addition to the long 
list of Butterley Railway Wagons—a 16 
ton open mineral wagon of aill-welded 
steel construction. 


The Butterley Company has long exper- 
ience of all types of railway wagons of = 
both riveted and all-welded construction, 
including many special types to individual 
customers’ specifications. 


In thousands of offic 


Underwood Elliott Fisherand Sundstrand 
Office machines are giving wings to 
writing and figuring... speeding 
routine, lightening demands on labour, 
and effecting valuable economics by 
their incomparable flexibility, efficiency 
and reliability. Whatever the volume 
and nature of the business, however 
simple or complex the problem, a com- 
plete range of equipment covers every 
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THE BUTTERLEY COMPANY LIMITED 
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writing and figuring 
need — Typewriters, 
Adding Machines, 
Accounting Machines. 
Qur Technical Advisory Service, with 
the experience of thousands of successful 
installations, is specially qua*fied to 
survey your accounting probiem and 
suggest machines that will handle the 
work more effectively and at less cost, 
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THE BRIDGE BETWEEN 


Every type of textile merchandise crosses this 
bridge more economically than by any other route. 
It brings the retailer the quantities he needs at the 
times he needs them, and thus bridges the seasons. 
For the wholesaler’s buying transactions are often 
six to nine months ahead of market demand. It is 
a great tribute to the efficiency of the wholesaler 
that the toll of this bridge is so small. 


Issued in the Interests of Economic. Textile Distribution 
The Wholesale Textile Association, 75 Cannon Street, London, E.C.4 
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Books and 


A. Middle’ East Programme Wanted 


Land and Poverty in the Middle East, By Doreen Warriner, 
Royal Institute of International Affairs. 7s. 6d. 


One of the most important of the slum ‘areas-under Western 
control is the’ Middle East. The fact that it may become a dis- 
puted area makes it doubly important. During the war scientists 
attached to the Anglo-American Middie East Supply Centre 
began a diagnosis of the social and economic problem of the 
Middle East in a number. of reports, three of which were pub- 
lished by the Stationery Office.. The Centre was wound up and 
its scientists dispersed before the job was finished, There has 
now appeared the first volume of.a mew series: of monographs, 
Middle East Economic and Social Studies; published by Chatham 
Houses Miss Doreen Warriner, who was herself in MESC and 
has made a special study of peasant economics, surveys the 
poverty of the Arab Middle East, country by country. 


Middle East agriculture is imprisoned by an archaic social system. 
When he is not a mere tenant or a landless proletarian, the Arab or 
Egyptian villager is crippled by debt, by impossible systems of 
land tenure, by conditions which leave him at the mercy of the 
first bad season and give him no chance of improving, by too 
small a holding (in Egypt), or by lack of resources to farm 
properly the land he has (in Syria). In her excellent survey, 
which is both concise and searching, Miss Warriner examines 
first the technical aspects of agricultural backwardness, then the 
social, and finds in every case that the social conditions are the 
crucial obstacle to improvement. 


“The present farming system in Syria, Transjordan, and Iraq 
is in essentials that of the Middle Ages in Europe; that is to 
say, it is a system of extensive cereal growing with no root crops 
or fodder.” Yet for reasons of soil and climate, it does not seem 
as if the evolution which eventually occurréd in Europe, through 
the introduction of root crops and clover, will be possible in the 
Middle East. “It is the twentieth-century changes in agricultural 
methods, not the nineteenth,-which are significant for the Middle 
East; and it is from the dry-farming techniques and soil con- 
servation practices studied and applied in recent years in the 
United States that the Middle East can hope to advance.” Under 
present social conditions, however, the introduction of mech- 
anisation and extended irrigation may actually increase the 
dependence of the peasant on the, landlord or capitalist who lets 
out tractor or pump. Miss Warriner does suggest a three-point 
programme for agricultural improvement, but adds a warning: 

Such developments as these will mean fundamental changes 
in the present social system. They will involve, not the abolition 
of individual ownership, but its strengthening through forms of 
group ownership of machinery and state ownership of water 

which will guarantee a minimum subsistence level and act as a 

safeguard against debt. 

How is this to be achieved in an area where the governments 
are composed of landlords or their representatives, whose interest 
it is “not to disturb all the traditional and natural influences 
which make for fatalism” among the peasants? This is a 
problem which Britain and America haye to solve. There is 
not enough time to rely on evolution, however rightly guided. 
The Middle East, for all its poverty, has two great assets, the 
sterling balances, and its oil. Since the war a great part of the 
former have been frittered away in luxury goods, lipsticks, model 
gowns, expensive cars. The latter is one of the main reasons for 
Western concern with the Middle East. Under present conditions, 
it is virtually certain that a relatively small proportion of the 
revenues and capital investment associated with oil production 
will be diverted to promoting “a balanced development” or 
relieving “ the general shortage of capital.” There is only too 
much ground for the contention that the Middle East’s main 
source of wealth is being drained away to Eurgpe and America. 


What is to be done? The difficulty is that “foreign lending, 
if linked to any interference with social institutions, may Cause 
a strengthening of nationalist policies and a hardening of the 
opposition to such changes.” One thing that can be done is to 
publish fundamental studies of this kind, which many of the 
younger and more enlightened Arabs, products of the American 
University of Beirut and other Western institutions, will be able 
to read with understanding and pursue further. 


But above all, the great need is for a revitalised approach to the 
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whole area by America and Britain. It must not simply be left, 
in nineteenth century fashion, to private enterprise, however 
much. that may be preferred by the Middle East’s ruling minority, 
Miss. Warriner recalls that a scheme for reinvestment of part 
of the profits from oil in agricultural development, through. 4 
special bank, was included in the governmental oil agreement 
proposed by Britain in 1945 but regrettably never ratified, 
Something is- required which will capture the imagination of the 
Middle East peoples, which will be effective yet escape the. im- 
putation of foreign intervention, 


The obvious body to provide it is the United Nations, which 
has for some time been pressed by Middle East States to set up 
a regional Economic Commission for the Middle East, similac 
to those for Latin America, Asia and the Far East—what. 3 
Chinese delegate called “economic low pressure areas of the 
world.” Most of the points made above were clearly expounded 
in the Economic and Social Council itself by Mr Albert Badre, 
the Lebanese delegate. The Egyptian delegate told the Council 
that:;his country expected “co-operation and not domination, 
guidance and not imperialism.” An ad hoc committee of the 
Council has been set up to “study the factors bearing upon the 
establishment of an Economic Commission for the Middle East.” 
On the Latin American analogy, such a Commission would. have 
to have as members. the USSR, Britain and USA, as well as‘ the 
countries concerned, This might, under present conditions, be a 
hindrance to vigorous action. But if forceful and yet tactful 
backing is given by Britain and Amefica for a real programme 
of prosperity, it might have a popular appeal and gain an impetus 
such as neither Russia nor the most entrenched Middle Eastern 
opponents of progress could resist. 


From J he Economist of 1848 


April 1, 1848. 
THE FERMENTATION OF EUROPE 
WHY WE HAVE NO HOPES FOR PRANCE. 
WHY WE HAVE MUCH HOPE. FOR ITALY AND GERMANY. 
WHY WE HAVE NO FEARS FOR ENGLAND. 


Or the present, and the immediate future of France, the 
aspect seems very gloomy. We have no hopes, either from 
the present movement or ‘the present men. The day for the 
regeneration of that unlearning and impure country has not 
yet dawned. “Oh! that she had known, in. this her day 
of opportunity, the things which belong unio her. peace; 
but alas ! they are hidden from her eyes.” Upon her alone; 
of all the nations of Europe, the experience of the past, 
in which she was the greatest sharer and sufferer, seems to 
have been thrown away. She alone—like her old incubi, 
the Bourbons—seems to have learnt nothing, and forgotten 
nothing ; to have forgotten no old watchwords, and learned 
no. new wisdom, . 8g 

But though despairing about France, we are. sanguine for 
the .rest of Europe. If only war can be kept at bay, we 
aré hopeful of the constitutional regeneration of both Italy 
and Germany. We have hopes for both ... . because in 
both countries the people seek to extort concessions ‘from 
their rulers, not to supersede them ; because they seek to 
govern in concert with their sovereigns, not instead of them 
. . +. because... . they struggle for real reforms, they 
demand liberty, not equality—the abolition of oppressive 
privileges, not of harmless titles er beneficial rank... . 

While these are our present feelings with regard to the 
present movement in Italy and Germany ... . . we have 
no fears for England. “Though there are many abuses and 
anomalies in our government, and much sad and terrible 
misery among our people; every Englishman is conscious 
that the first are in daily course.of exposure and ratification, 
and that all classes are labouring earnestly and sincerely, if 
not always wisely, to amend ad mitigate the last... . The 
poorest have friends in the senate, in the council chamber, 
in the palace; the lowest can make their voice heard and. 

ir wants known, without having recourse to violence and 
tumult. Moreover, our system of administration is municipal, 
not central ; order is beloved by us; property is sacred with 
us ; we are accustomed to govern and defend ourselves ; we 
respect the rights of others, and know how to maintain our 
own, 
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World War Two 


The Second World War. A Short History. 

298 pages. Methuen, 15s, « 

Tus book will be hard to beat. Only one man at a time can 
be Military Correspondent of The Times, and there is no position 
outside the high command from which the course of a war can 
be watched more closely and with more incentive to deliberate 
and sparing judgment. Captain Falls had to summarise and 
comment on the essential facts daily for six years ; the habits 
then cultivated give this short history its virtue. 

It is clear, readable and fair, though written from the British 
point of view. There is no attempt to dazzle the reader with 
ingenious strategic patterns ; the emotions which such victories 
as Alamein aroused are recollected in tranquillity—and then 
suppressed. Comment is generally judicious, but Captain Falls’s 
pen begins to splutter when he writes about Bomber Command 
and its “ private war.” So irritated is he still by the extravagance 
of that war, and by the cynicism which inspired “ area bombing,” 
that he omits tributes where they are due: to the way the bombers 
sealed off the Normandy battlefield in 1944 by their destruction 
of bridges, to their undoubted success in crippling the Ardennes 
offensive. Yet the criticisms he makes are worth remembering 
when the struggle for priorities between Services begins again. 
As much labour probably went into the production of bombers as 
into the production of the whole equipment of the Army ; and 
the RAF’s co-operation in the Battle of the Atlantic, against 
U-boats at sea and in their shelters, was delayed to nearly the 
last moment. 

Otherwise Captain Falls keeps a nice balance in describing the 
efforts of the three Services and the Allies. He has firmly 
in mind throughout the importance of power at sea, whether in 
the Atlantic or in the Pacific ; and for this, among other reasons, 
he approves Mr Churchill’s Middle East strategy—the Greck 
campaign of 1941 excepted. He judges’ British campaigns on 
their merits, not by their spectacular quality. There are the 
tributes of an expert to the masterly little campaign against the 
Italians in East Africa, to the final actions in Tunisia, and to 
the only face-to-face victory over the Japanese army which 
was won in Burma. Russia’s decisive réle in tearing the guts 
out of the German army is acknowledged again and again, with- 
out any of the fashionable qualifications ; and he points out how 
much better than in 1941-2 were the staff work, mechanisation 
and organisation of the closing Russian offensives. 

There is also more than one tribute to the speed with which 
the Americans became a world military power. In his account 
of their “blooding” in the North African campaign Captain 
Falls writes: 

The Americans possessed a great aptitude for modern warfare. 
They analysed it scientifically. In some respects their minds moved 
more quickly to their objectives than did those of the British because 
they were rather more imaginative, and more at home in the realm 
of industrial mechanics which afforded many short cuts to success. 
The book closes with a general survey which reveals uneasi- 

ness about the future. There is alarm and disgust with the way 
standards of chivalry were debased or ignored ; for in the war’s 
last stages no holds were barred. There is alarm at the realisa- 
tion that Britain, which had ranked first among the Allies in the 
war of 1914-18, ranked third in this one. There is anxiety and 
sadness in the judgment that the average British recruit is not 
the man he was—in spite of General Halder’s statement that, of 
the armies the Germans had met, he placed for quality the British 
first, the Americans second and the Russians third. “In sheer 


By Cyril Falls. 
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fighting,” writes Captain Falls, “ the British were superlative jn 
all s.” But they owed much to their training, and the part. 
ing shot of the writer is worth recording : 

The recruit of 1914 may have been worse edueated and may 
even have ‘had less initiative and intelligence than the recruit of 
1939, but he possessed a better poise, was mentally healthier, and 
less brittle as a soldier, The younger generation became in many 
cases better soldiers, but it required a great deal more trouble te 
make them so. 


Goebbels Day by Day 


“The Goebbels Diaries.’’ Translated and Edited by Louis 
Lochner. 449 pages. Hamish Hamilton, 21s, 
Tue sequence of events that brought these diaries into the hands 
of a distinguished American journalist was singularly appropriate 
—the gods must have smiled. Seven thousand sheets of loose 
paper found their way into the Berlin store of an amateur junk 
dealer ; they were water-soaked and “showed signs of dirt and 
the imprint of nails where they had been walked on.” In some 


respects they deserved no better fate ; for Goebbels seems to - 


have been quite unable to put into his daily journal the skiifi 
pungent writing that marked his excellent articles in Das- Reich, 
In fact, he seems to have regarded his diaries as reminder notes 
for a historical work to be written after the war, and their auto- 
biographical value is consequently limited. 

None the less it is a pity. that this volume only covers the 
period from January, 1942, to December, 1943. For Goebbels, 
as the recently published diary of one of his secretaries proves, 
showed in the days when defeat became certain more courage, 
determination and insight than any of the Nazi bosses. During 
the days of more gradual] disillusionment covered by these entries 
he could still gloat over the discomfirure of the British, ridicule 
the productive effort of the Americans, and hope great things of 
the Eastern and Far Eastern fronts. His crowings and boastings 
make him appear more petty and less effective than he really 
was ; and they reveal little of the skill and drive with which he 
directed the vast machine of German propaganda. 

The ordinary reader, with no detailed knowledge of the per- 
sonalities and structure of the Nazi hierarchy, will find much of 
the book heavy going; a liberal use of cross-headings would 
make selection of tit-bits easier. For there are plenty of them: 
records of long talks with Hitler, reactions to British bombing 
and the failure of the Party to deal with the problems it created, 
hints of plots to make the writer master of the home front, and 
cruel and venomous remarks about generals and civil servants 
who were losing their appetite for total war. But Goebbels, the 
propaganda master and watcher over home morale, does not 
come out in his most vivid colours ; one would have liked to learn 
more of the methods he used and of the way his mind worked 
when he was doctoring the news. It is also remarkable that this 
son of a factory foreman and a blacksmith’s daughter, who 
attended eight universities, so seldom indulged the fondness of 
second-rate German intellectuals for reflection on deeper and 
muddier lines. Perhaps it was because his cynicism was so com- 
plete that Goebbels the unsuccessful writer was such a successful 
party fighter and man of action. 

Mr Louis Lochner has translated well the vituperative style 
of the diarist and his notes are useful if not always relevant. But 
the diaries are to be regarded more as a source for the historian 
than as general reading ; and the balanced estimate of Goebbels 
as politician, demagogue and technician has still to be written. 
He was a nasty little rascal, but he was also a symptom of the 
evil brewing in the age of the common man. 


Shorter Notice 


“ America: Ideal and Reality.’ The United States of 1776 in 
Contemporary European Philosophy. By W. Stark. Kegan 
Paul, Trench, Trubner and Company. 115 pages. 10s. 6d, 


TrTLz, jacket and introduction of this book are all misleading. There 
is a book to be written on the interesting theme of what Europeans 
thought of the. infant U.S.A., but this is not it. Within Europe it 
restricts itself to France, within France it restricts itself to four figures, 
Raynal, Mably, Chastellux and Brissot. Copious quotations from thei 
animadversions on America constitute the greater part of each chaptet. 
There is litthke or no attempt to consider their writings in relation 
to the public for which they were intended. Thus Brissot is 
treated as a serious philosophic inquirer, instead of the promoter 
speculation in American debts and public lands which he undoubtedly 
was. His description of Connecticut as “a fertile plain” should have 
served to tip off Mr Stark to the fact that Brissot’s philosophx 
speculations are only the top-dressing to a piece of promi 
advertising. But perhaps Stark’s own addiction to a kind @ 
Kierkegaard-Cassandra moralising has rather blunted the edge of 
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AMERICAN. SURVEY. 





Deficits for Defence? 


(From Our US 


N the budget President Truman sent to Congress last January, 
total expenditures for the fiscal year beginning next July 1st 
were estimated to be $39.7 billion, receipts to be $44.5 billion, 
and the 1948-49 surplus to be $4.8 billion... The. Congress 
subsequently passing on the budget in principle, held that 
expenditures should be cut by $2.5 billion from the President’s 
estimate. During this discussion, the President’s estimate of 
a surplus of $7.5 billion for the current fiscal year ending next 
June 30th has been accepted as valid, and by March 24th the 
surplus had reached nearly $7.2 billion. 

The rape of Czechoslovakia, the assault with apparently 
similar intent on Finland, together with the purposeful Com- 
munist moves toward Italy and elsewhere, have consigned all 
this budgetary arithmetic to the wastebasket. With it have 
gone all the calculations involved in the Republican move to 
cut taxes, the “ now you see it, now you don’t ” manceuvres to 
finance most of next year’s ERP outlays from this year’s surplus, 
and Mr Truman’s fancy counter-attack on the Republicans in 
January, when he proposed to cut income taxes. on millions of 
people in the lower brackets and to compensate for this by 
increasing corporate levies. . The wastebasket is the ultimate 
end of political budget statistics in every session of the Con- 
gress, but never to the extent made necessary this spring by 
the combination of Kremlin machinations and Presidential-year 
arithmetic. 

Neither the Administration nor the Republican Congress 
have yet had time to recalculate the budget for this fiscal year 
or the next on a sensible basis—or even fo search for assump- 
tions which would provide a reasonable basis to do so. Indeed, 
with the rapidity of change and the politics: of the election 
year neither group has evidenced any desire to try. Sometime 

ter in the spring the Administration presumably will make 
revisions on the customary time schedule and the Republicans 
doubtless will criticise them violently ; though at this confused 
juncture it is not even possible to guess whether the criticism 
will be that they are too high or too low. Meantime both parties 
are competing in plans to spend more for national security. 

But if any effort to establish the new arithmetic is futile now, 
the trend which is in the making is clear, Expenditures for the 
period from now on will be several—or many—billions of dollars 
more than any previous estimates. Receipts will be lower than 
the President estimated last January if election-year tax reduc- 
tion prevails over the expected veto. The result is a prospective 
budget deficit for the final year beginning next July Ist ; it may 
be sizeable, and it could reach $5 billion to $10 billion— 
depending upon the extent and speed that further Russian 
moves push opinion. ‘The first brief period of budget surplus 
since Mr Hoover thus probably is at an end, and again the 
only questions are the size of the deficit, how it will be financed, 
and whether and how tax increases should be made. 

This sudden and bitterly unpleasant budgetary alteration, 
even though not yet reduced to precise figures or even widely 
understood, is nevertheless susceptible. to at least preliminary 
evaluation in a number of respects... Probably it will aid Mr 
Truman’s candi more than that of his. as yet unnamed 
Republican opponent, unless his candidacy is already beyond 
aid, as is the widespread though possibly. premature’ present 
Opinion, The President has consistently op the reductions 
both in taxes and in expenditures, which the Republicans have 
favoured. What; is even more important, the prospect of in- 
creased expenditure and of the deficits that remobilisation fore- 
shadows squarely raises the questions of price controls, ee 
and other aspects of the planned economy... For it is.doubtful 
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whether billions of remobilisation outlays can be imposed on 
an economy already experiencing over-employment and: boom 
without the resumption of major controls or entailing real risks 
of a major new inflationary spiral. Mr Truman’s persistent 
advocacy of controls, even if for reasons irrelevant to the new 
situation, leave him with far less explaining to do than his 
Republican opposition. 

However the politicians re-deploy their sound effects, the 
sudden shift in the budgetary position also calls for a revaluation 
of the business prospect, which is equally difficult, The 
creeping readjustment which first affected stock prices a year 
and a-half ago, then various lines of business, and this spring 
the commodity price level, had been offset from one stage’ to 
another by inventory accumulation, abnormally large investment 
outlays and very large exports. Of late these props have seemed 
to be disappearing rapidly, and the prospects of a general re- 
adjustment have seemed to be becoming much more marked. 
Now it seems that they are about to be replaced by another 
prop in the form of sharply enlarged government outlays and 
the reappearance of a deficit. But whether this will be sufficient 
to offset other possible changes in expectations is not now clear,’ 
No one can now tell if the present large expenditures by 
business firms on capital investment, which are premised on a 
period of peace, will be cut, or if consumer expenditure may 
be reduced for the purpose of adding to personal reserves for 
possible emergencies ; or conversely, whether the prospect of 
a new period of deficiteering with its inflationary consequences 
may intensify the desire to acquire goods instead of money. 

Monetary policy is another area for revaluation. For some 
months a restrictive programme was in progress, but since the 
commodity price decline, these operations have been suspended, 
and the long-term interest rate has shown signs of another 
decline. The finance of remobilisation seems likely to bring 
about stabilisation of rates near present levels. The authorities 
are unlikely to complicate remobilisation. by higher interest 
rates, and if commodity prices climb again, the pressure for 
physical controls will strengthen. . 


American Notes 


Retracing “Scuttle and Run’”’ 


The President a fortnight ago asked Congress. to “ pay. the 
price for peace” by adopting universal military training. and 
reviving conscription—retracing, in Mr Baruch’s phrase, the path 
of “ scuttle and run” followed since the end of the war... Mr 
Forrestal, the Secretary of Defence, has outlined to the Artaed 
Services Committee a plan to raise the manpower of the Services 
from 1,384,000 to 1,734,000 and add $3 billion to the $x billion 
already budgeted for defence in 1948-49. The chief beneficiary 
would be the Army, the perennial Cinderella of the Service family, 
Its strength would be raised from $42,000 (119,000. below present 
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authorised strength) to 782,000. Existing plans call for only 
17,000 of these men to be sent abroad to reinforce the thin layer 
of American troops overseas ; they would go to Japan and Alaska. 
‘The main effect would be to incréase home forces from the present 
284,000 to §10,000, creating the effective strategic reserve the 
United States so glaringly lacks today. se are the men that 
might have been sent to Palestine—if conscription had existed 
last year. At present, General Bradley has testified, only 54,000 
of the men in the home forces can be considered a mobile striking 
force ; the rest are service and training troops. 

The proposal is to draft about 220,000 men of the 3,600,000 
in the age group 19-25. Married men would be deferred and 
veterans of the last war put far down on the list. The new 
sclectees would be raw, but they would be immediately available 
for any duties at home or overseas. Universal military training, 
on the other hand, would merely create, in years to come, a 
semi-trained reserve ; while training, these boys of 18-19 would 
not be part of the armed forces, could not be sent overseas or to 
join military units at home. In the short run, UMT seems likely 
actually to lower effective military strength, because of the drain 
on trained men to act as instructors. 

The failure of Mr Truman to include expans:on in the air in 
his first instalment of the bill for peace was almost certainly 
deliberate. Congress needs no executive prods in this direction ; 
the danger is from politicians who would like to believe that air 
supremacy is an alternative, rather than a supplement, to con- 
scription. The Services are already alarmed at the unbalanced 
defence force—all wings and no feet—which attracts Congress- 
men coming up for re-election this year. 


*x * x 


Last Hurdles for the Plan 


The overwhelming House vote of 329 to 74, and the speed 
with which the Senate has acted on aid to Greece, Turkey and 
China, lend weight to Senator Vandenberg’s hope that before 
the week is out the Senate and House conferees will have recon- 
ciled the two drafts of a foreign assistance bill, and sent an 
agreed version to the President. 

The differences between the two Bills, which it will be Senator 
Vandenberg’s task to iron out, are very much smaller than was 
expected. The only attempt made in the House to cut the total 
figure of $6.2 billion was defeated by 112 votes to 61 and the 
House Bill secured a much larger majority than was even hoped 
for a few weeks ago. The votes in the House eliminating the 
provision to charter 200 ships to the Marshall countries, and 
insisting that 50 per cent of Marshall aid be carried in American 
ships were a means of short-circuiting controversy—and leaving 
the final decision to the Senate House conference. Three further 
provisions of the House measure are causing alarm, however, and 
it is hoped that Senator Vandenberg will be sufficiently authorita- 
tive and persuasive to overrule the House conferees. 

The first is the stubborn refusal of the House to follow the 
Senate in approving a four-year authorisation for the plan. The 
second is the provision demanding that the Marshall countries 
deliver an agreed percentage of their output of strategic raw 
materials in part repayment for American loans and grants. The 
Senate Bill merely provides for the sale, exchange, or barter of 
these materials on reasonable terms and in reasonable quantities, 
The last is the Mundt amendment, accepted by the House Foreign 
Affairs Committee, which would forbid the use of ERP materials 
in goods shipped to Russia. A further suggestion is that western 
Europe should be forbidden to ship to Russia goods, whether 
of ERP origin or not, similar to those banned for export by the 
United States. In the Senate it was appreciated that such pro- 
visions would strike at the very foundation of the Marshall Plan 
by cutting off western Europe from its nearest sources of food 
and feeding-stuffs. 

The news that American airplane motors were being sold to 
Russia has so shocked public opinion that the President has made 
all arms exports subject to special licences. Senator Vandenberg’s 
final task is to prevent the Marshall Plan from being distorted in 
the name of American military security. 


THE ECONOMIST BY AIR 


Express Service to U.S.A. and Canada 
Readers of The Economist in the United States and Canada can 
receive their copies within a day or two of publication for ‘an 
annual subscription of $24. They should apply to The Publisher, 
The Economist, 22, Ryder Street, St. James’s, London, S.W.1. 
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Injunctions Against Labour ec ke 
On March 23rd, President Truman created a fact-finding 

board under the Taft-Hartley Act to report on the soft-coaj 
strike. ‘This was the inevitable consequence of the rejection by 
the United Mine Workers of the Federal Conciliation 
proposals for settlement. As usual, by his contemptuous attitude 
both to mediation and to the fact-finding board, and by his 
exaggerated and uncompromising demands, Mr Lewis has aliena- 
ted even those who sympathise with the need for an industry. 
wide pension system for miners and who feel that the coal 
operators have been unduly recalcitrant. In spite of the coal 
shortage, rapidly becoming severe, Mr Truman gave the fact- 
finding board until Apri] 5th to report, to the consternation of 
the coal producers, who considered that it should take “only 
matter of hours.” The next step will be for the Artorney-Genera] 
to petition in a district court for an injunction against the 
strike ; if this is granted, the strike becomes illegal for eighty 
days, during which various clearly-defined attempts at settlement 
must be made. In the present case, however, the problem will 
be whom to enjoin. No strike has been called: Mr Lewis merely 
stated that the operators had “dishonoured” their contract and 
go per cent of the miners “spontaneously ” left the pits ; their 
contract only requires them to work as long as they are “ willing” 
and it will be difficult to argue that they have broken it. Mr 
Lewis’s purpose is evidently to prove the ineffectiveness of the 
Taft-Hartley Act and he has, as always, chosen his ground well. 

Meanwhile the injunction has been used, successfully, and for 
the first time, in a dispute at one of the three Oak Ridge atom 
plants, where the American Federation of Labour’s Atomic 
Trades and Labour Council called a strike against an attempt 
to reduce wages to the level prevailing at the other two plants, 
The strike has been halted for the statutory eighty days, during 
which the 800 workers are being paid at the old rates. The 
injunction process has also been tested in the Courts for the 
first time ; the International Typographers’ Union has been tem- 
porarily restrained, until the National Labour Relations Board 
has heard charges against it under the Taft-Hartley Act, from 
encouraging local unions to strike and to refuse to bargain. 
As a result the ITU has agreed to abandon the “no contract” 
policy which it adopted as a means of circumventing the closed 
shop ban, and to re-open negotiations in an attempt to end the 
present strikes against 19 newspapers in 9 Cities. 


* x * 


CEA on Inflation 


The Council of Economic Advisers, which is preparing a 
special report on the probable implications of the recent break 
in farm prices, has now issued a strong, though unofficial 
warning on the dangers of a new phase of inflationary pressure. 
Its chairman, Dr Edwin Nourse, declared this week that the 
new defence programme called for “sober consideration” and 
that “you cannot put a $4 billion arms schedule on top of a 
$6 billion foreign recovery programme without a very strong 
inflationary push.” 

Quite probably, Dr Nourse is presuming a rapidly accelerating 
pace of defence expenditures, in line with the recent Congres- 
sional Coramittee’s suggestion that a rate of $18 billion t 
$20 billion yearly should be attained within the next five years— 
a rate, moreover, determined before the last Presidential Message 
to Congress. It is quite true, of course, that an arms programme 
of only moderate extent could sharply increase inflationary pres- 
sure, if it served to sustain activity in all other sectors at its recent 
level. In the first place, its immediate’ impact would be felt 
in wage negotiations where unions now staking substantial claims 
can already rely upon continuing shortages of skilled workers 
in very many key areas. And Congress is doing its best to increase 
inflationary pressure when it votes for about $5 billion in tax 
reduction at the same time that it clearly realises that (as shown 
on p. 545) all budget estimates are necessarily inconclusive. — 

The defence budget, even as now envisaged, will press upon 
labour supplies, and will certainly tighten existing shortages m. 
terms of some textiles, key metals and chemicals, and so om 
It is, however, necessary to place these expenditures into some 
ones of perspective before making hard and fast conclusions about 

tion. 


The Government surplus over fiscal 1948-49 would certainly 
disappear and become a deficit, on official estimates, if taxes até 
reduced and there is a $4 billion arms schedule. And thereby, 
the Government would lose its most effective deflationary 
of recent months. None the less, it is advisable to remember tha’ 
the scope of Federal expenditures. and the stimulus from the 
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budget deficit, as now projected, are small indeed, by com 
with some recent years :— 


Gross INVESTMENT AND SAVINGS 
(in billion dollars) 


1944 1945 1946 











Gross private saving .......... 54°6 47-8 25°9 
Private domestic investment. ... 5:7 9-0 24-6 
Not Uxpetts se ites sc. Seocee — 21 — 0-7 +7 
Gross private investment ...... 3°6 8-3 29°35 
Government operations :— 

Surples: dis eixnnd»taneter ae oi oa 

Dettit «rams 09:4).5 4: seeks os 51-0 39°5 
Gross savings and investment... 54-6 47:8 25°9 


The first quarter of 1948 brought inconclusive signals of a 
relapse from this peak rate, and any marked setback would 
bring cumulative deflationary effects which would not be out- 
weighed by a defence budget of $18 billion, and a possible deficit 
of a few billion dollars. The present evidence is that defence 
expenditures at anything near recent rates, or not much higher, 
might do little more than to cushion a decline in business financ- 
ing, for some private expenditures are bound to suffer from the 
uncertainties poised by Presidential speeches and Congressional 
debates. A new phase of “ strong inflationary pressure ” depends 
altogether upon what Congress votes for defence, or perhaps, it 
would be more accurate to say, upon the Soviet reaction to 
developments in Italy. 


* * * 


The Tide Against Truman 


With the abandonment of partition for Palestine, the Demo- 
cratic revolt against President Truman has spread rapidly. 
Discontented Democrats North, South, East and West can agree 
at least on one thing: they want a new candidate. The conven- 
tion delegates from New York and Illinois, where the Jewish vote 
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1s strong, are yebelling against having to support him at Phila- 
delphia in July, and in New York, at least, will be.“ uninstructed.” 


In California, whose delegates are already pledged to Truman, 
there are threats that they will give him the legally necessary first 


vote and then bolt. In the South, liberals like Senators Hill and 


Sparkman, of Alabama, once supporters of the President, have 


given up the attempt to turn the anti-Truman tide. Two of 
President Roosevelt’s sons have issued a “Draft Eisenhower” 


call: In their panic, some Democrats have even breathed the 
name of General MacArthur, who is already running for the 
Republican nomination. The names of two Supreme Court 
Justices, Mr Vinson and Mr Douglas, have been mentioned as 
men who might shore up collapsing Democratic hopes. Other 
observers suggest that the best course might be to choose a 
respectable nonentity who would, without any hopes of victory, 
hold the party together for better days and provide a decent burial 
for the Roosevelt era. 

These are all counsels of despair. What can any Democratic 
candidate run on except the record of the Administration ? And 
how can he even do that if the party repudiates Mr Truman ? 
Nor is the record as black as despairing Democrats now paint it. 
Even on Palestine, the guilt is collective, shared by Mr Wallace, 
Senator Taft, Governor Dewey, and the American public. 

It is usually assumed that a sitting President can ensure his own 
renomination, however hopeless hist chances, But even the 
Republicans retired President Johnson and President Arthur, 
who, like Mr Truman, inherited office through death, Arthur 
with a good-conduct medal, Johnson after a ferocious and quite 
unjustified attempt to impeach him. In the present circumstances, 
it may be the difficulty cf finding and agreeing upon an adequate 
alternative, rather than the difficulty of getting rid of Mr Truman, 
which may prove the insuperable obstacle. General Eisenhower, 
who turned down the Republicans, is unlikely to. mortgage his 
reputation to salvag: a party which is shouting its own bankruptcy 
from the house-tops ; a Supreme Court Justice might well hesi- 
tate before exchanging his present prestige and security for the 
thankless task of reconciling Negroes and “white supremacy,” 
the Zionists and the national interest. 


THE WORLD OVERSEAS 





Canadian-American Union? 


(From Our Canadian Correspondent) 


R HENRY LUCE has made Canada safe for the Common- 
wealth for some time to come, On March 15th thousands 
of copies of his pictorial. weekly Life invaded Canada with an 
editorial article headed “ Customs Union With Canada ; Canada 
needs us and we need Canada ig a violently contracting world.” 
Canada was up in arms in an instant. . 
The cause of Life’s invitation was Canada’s venture into 
import controls against American imports; the occasion was 
Britain’s participation in the security pact of Western Europe: 


The logic of history is forcing Britain into closer ties with the 
European continent, and so Canada’s future lies with us....A 
little help may accrue to Canada from the Marshall Plan. . . . But 
the number and use of these dollars will be closely controlled from 
Washington. . . . The true long-term answer for Canada is to export 
more food and manufactures to the United States. . . . Since Canada 
herself has shown that she cannot fiscally operate in today’s world, 
and since Britain is fiscally impotent, it is up to the United States 
to act. Doing so we will not only employ Canada’s considerable 
resources but also lighten the impact (sic) on our own food and 
industrial output. The step we should take is complete U.S.- 
Canadian customs union, 

The Canadian papers, particularly the national weeklies, have 
now replied. The Financial Post has objected: 

The tremendous upheaval that would follow such a move might 
well prove disastrous at this critical time. Where it has been tried 
in the past, customs union has almost invariably led to political 
eine een enn ere ae een 


Talk of customs union just now is i ical and, adds the 


impractical a 
Post, likely to divert attention from Canada’s chief s for 
stable export markets which lie in the general revival « world 
trade and in “an enlightened reform of the US tariff.” 


The leading article in Saturday. Night, under the heading “ Life 
with Uncle Sam,” welcomes the neighbourly affection that suggests 
pulling down the walls between the two countries but points oui 
that the matter needs more consideration than the editors of Life 
seem to have given it. If the United States is going to offer a 
customs union to every country that gets inte dollar difficulties 
the union will take in a lot of countries very quickly. Under ¢ 
US-Canadian union, all economic control would pass from 
Ottawa to Washington and complete political union would follow 


After a period of adjustment, most Canadians would have a rather 
higher standard of living ... but we should be giving up our free- 
dom (for what that is worth in the world today), While we do not 
think that the offer of Life is worse than death, we are not yet quite 
ready to abandon ourselves to the pleasure of being “kept” by 
Uncle Sam. We should like Uncle Sam to think it over seriously 
too. 


An editorial writer inthe latter weekly notes that when, every 
forty or fifty years, the question of union with the United States 
comes up for discussion “our countrymen take leave of their 
senses.” This is happening already. The Globe and Mail 
(Toronto) has even managed to persuade itself, under the title 
“Not on your Life,” that 

For Canada the proposal offers no observable economic advantage. 

For the United States the profit in the scheme is obvious, Canada’s 

forests and mines could make up the deficiencies beginning to appear 

in our neighbour's stocks. 

In the fong run, most people now living in Canada would un- 
questionably have a higher standard of living under union, 
customs or complete, but there would be a very difficult period 
of adjustment while the economic system, built up in large measure 
:3 supply Great Britain and Europe, adjusted itself from east-and- 
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west trade to north-and-south trade. Large areas, built on over- 
seas exports, would stagnate ; distributing centres like Winnipeg 
and Halifax would have to stand up against Chicago and Boston ; 
the main railways running east and west would get into financial 
difficulties ; whole industries such as primary textiles that have 
been built up behind the tariff would decay ; and most exports 
of manufactures within the empire preference area would imme- 
diately stop. 

Added to these short-run, but none the less serious, economic 
objections are political objections. These arise partly from the 
special structure of Canadian federation. Some provinces are 
heavily dependent on federal subsidies. The province of Quebec 
has very special rights in regard to language and religion which 
could hardly be duplicated if Canada became part of the United 
States because, as a result of several generations of emigration, 
there are already almost as many French Canadians in the United 
States as in Canada and on the south side of the border they have 
no special religious or linguistic rights. 

There are also objections from an international point of view. 
Canadians are proud, and on the whole justly, of the role they 
have been playing in international affairs, proud of the food 
and materials they have sent overseas on “ mutual aid” or on 
loans and proud of the leading place many Canadian delegates 
have taken in world conferences. They feel that these things 
are in their own long-run interests. They will doubt that 
the thirteen million Canadians could play as useful a part inside 
the United States as they can outside. 

Finally, in any discussion of American union, relations with 
Great Britain and the Commonwealth will be raised. In: some 
quarters the attitude will be one of blind loyalty. In others it 
will be affection for family and friends ; in others, admiration 
for British systems of law and government ; in others, a recogni- 
tion that -~he Commonwealth, loose though it may be, is still a 
power'ul force for freedom and justice throughout the world 
and that, if Canada left the Commonwealth for the United States, 
it would subtract far more economic and political power from 
the former than it would add to the latter. 


Undercurrent of Support 


But while the forces against union with the United States are 
dominant there has always been an undercurrent of feeling in 
favour of it. This has been especially strong, naturally, in parts 
of Canada where money incomes were relatively low and costs 
of living and doing business relatively high: the Prairies and 
the Maritime Provinces. On the Prairies the feeling is 
strengthened by the fact that so many immigrants came in from 
the United States in the first quarter of this century; in the 
Maritimes, on the other hand, it is weakened by traditional ties 
with Great Britain. Just at present these forces for union are 
strengthened by the widened spread between Canadian and 
American living standards. But a still stronger force has recently 
arisen in the industrial areas of central Canada which have been 
built up on the tariff and which have in the past most vigorously 
opposed any sort of tariff union with the United States, even of 
the relatively mild type of “ reciprocity ” which was so decisively 
defeated in the election of 1911. A number of Canadian indus- 
trialists, with experience of large-scale production in the war, 
believe they could stand the full force of US competition in 
Canada if they could freely compete in the great American market. 
Thus, in the very citadel of anti-annexationism, there are some 
doubts developing. 

In the province of Quebec also there is some talk in favour 
of customs union, even of complete union ; this sort of talk 
sounds well as an alternative to a colonial position in the British 
Empire which, according to some French-speaking politicians, 
Canada still occupies. But if a real choice arose, all the political 
and religious authorities in Quebec would almost certainly be 
against it. 

All these and many more arguments will be called forth by 
the proposal for customs union. However, the fact that the 
weight of argument will be heavily against it in the immediate 
furure does not mean that it can be entirely ruled out as a long- 
run possibility. The basic question is, How strongly, despite 
all these arguments, will Canadians insist on keeping their stan- 
dard of living fairly close to the American ? How much will 
they put up with in the way of import restrictions designed to 
conserve dollars, and for how long? There is clearly a limit to 
what Canadians will put up with (although proposals like that 
in Life are likely to lead them to put up with a great deal more 
than otherwise). 

In the iong run it is the United States that. wil] make the 
running ; everything will depend on whether Washington will 
make and keep reasonable tariff arrangements. Theoretically, the 
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Geneva arrangements should make a great deal of difference ‘tg: 
Canada ; Canadian products should find a much. readier market: 
across the border. But so far the result has been disappointing. 
Administrative obstruction still halts Canadian goods all along 
the border, although at Geneva, as a result of insistence from 
Canada and other countries, the US Government promised to 
introduce legislation to remedy this situation. instances 
include insistence by US officials that the wrapper on each 
Canadian apple in a large shipment should be removed and 
marked “Made in Canada” on the ground that the wrapper is 
a “container” and, more serious, that the value. of Canadian 
manufactures for duty purposes should take in all taxes, includ. 
ing a 25 per cent excise tax put on certain goods last November, 

The more of this sort of thing there is, the more Canadians 
will be forced towards customs union as the only possible way 
of selling enough in the United States to earn a North American 
standard of living. But the honeyed imperialism of Life will 
offend and not attract them, 


End of the Polish Socialists 


[FROM A CORRESPONDENT IN WARSAW] 


Tue decision of the Polish Socialists last week to give up the 
fight and merge with the Communists puts a definite end to 
what was left of Socialism anywhere in Eastern Europe and to 
the last political ties with the West. 

There is little attempt to hide the fact that growing inter- 
national tension forced fusion much earlier than had been ex- 
pected. The necessity to “eliminate capitalism” and “to fight 
American imperialism” (which has already conquered the 
majority of Western European Socialists, it is said here) is the 
constant theme in party perorations on the need for integration 
with the Communists. The tone of the Communist reply, made 
by the Secretary-General, Wladyslaw Goiuulka, to the Socialists’ 
announcement of forthcoming fusion showed clearly how anxious 
the Communists have become to have the lines drawn sharply, 
sO as to count noses. 

First, Gomulka insisted on a thorough purge of the Socialists 
to get rid of all liberals before the single party is established. He 
said frankly that the Communists would not tolerate the entry 
into their ranks of any who might try to create dissidence from 
inside and that all who joined must accept in advance that 
decisions of the leadership are completely binding. Secondly, 
he declared in no uncertain terms that the days of the united 
front are over in international Communist policy. Denouncing 
it as “too conservative,” he said the united front could only be 
accepted as the acknowledged forerunner of fusion. 

Thus the question is also settled for the Italian Socialists— 
as it has already been for the Czechs—for Gomulka, who was first 
chairman of the Cominform, speaks for Moscow. He repeated 
what has been the increasingly evident Russian line since the 
Marshall Plan. There are no Socialists except those who look 
directly to Russia. Everyone else is a capitalist or a capitalist 
stooge and an enemy. . 


Pattern of Collapse 


Communist pressure alone, however, is insufficient to explain 
either the haste or the method which the Socialist Premier, 
Josef Cyrankiewicz, used to signal the end of his party. There 
is every indication that Cyrankiewicz cast the die single-handed. 
To do so he used the special powers accorded him at the last 
Socialist congress in Wroclaw (Breslau) on the basis of his 
pledge to resist fusion. 

Despite assurances from those of the leaders who have 
followed him on the new tack that this policy was intended and 
generally approved long ago, it came to most party members as 
a direct reversal—in fact, as a coup. It is difficult to ascertain 
exactly what reasons made Cyrankiewicz decide to act at this 
time. It remains to be seen from what happens to him in the 
Communist party whether he will gain any personal advantage. 

But for the rest of the leadership and the rank and file, who 
seem on the whole to be accepting the decision fairly calmly, 
one must look to ps i motives rather than to the 


working in Czechoslovakia and Finland. Fear is not a suffi- 
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protest was the most dazzling example of what happens. With- 
out dramatics and without much protest the same exhaustions 
and frustrations have been produced here. 

Men of action seem the most vulnerable. Blocked at every 
turn in their attempts to accomplish anything positive them- 
selves, they are apparently drawn as though by a magnet to the 
group which does act, incessantly, persistently and successfully. 
Even without the hope of power or authority, they seem unable 
to resist the prospect of relaxation which goes with accepting 
the convictions of the strong. One Socialist, trying to explain 
the disintegration of the opposition which was so strong three 
months ago, said, “They're disgusted and fed up with com- 
promise. That’s why they’re going to the Communists.” 

Then, too, the threat of war in many cases supersedes political 
principles. One leader, who might otherwise have raised his 
voice, said that he knew he would fight for his country if the 


time came again and that he did not want to be classed-already 
in the ranks of the enemy. 


Colonial Issues at Bogota 


[FROM OUR CORRESPONDENT IN LATIN AMERICA] 


IN recent years the approach of an Inter-American Conference has 
usually been the signal for the discovery by Latin Americans of 
what they call a “neuralgic point” in hemispheric affairs. It 
has generally been a question that sends opinion south of the 
Rio Grande off at a sharp tangent from the Pan-American Union’s 
painstaking agenda. The colonial issue is no exception. At the 
Bogota meeting, which began on March 3oth, Latin Americans 
are speculating on the possibility that they may be forced to 
decide—at the request of Guatemala—whether the American 
Republics object to the existence of European colonies in the 
Western Hemisphere, and, if so, what they propose to do about 
it. Economic co-operation remains the main target of the Con- 
ference, but the colonial issue has become its “ neuralgic point.” 

It might have been expected that Guatemala would raise the 
issue. It has attempted to do so at previous conferences in the 
hope of giving its pretensions to British Honduras an “all- 
American” complexion. Now that, ironically enough, the 
Guatemalan Ambassador to Mexico has declared that British 
Honduras would be “ taken by force if necessary ” (his colleague 
in the less sympathetic atmosphere of Washington has been more 
discreet), Guatemala has succeeded in forcing on to the agenda 
a proposal that ihe existence of the European colonies should be 
considered “a menace to the peace and security of the hemisphere.” 

If there is no fire, there is at least more than smoke behind 


his angry puff from Guatemala. The course of events in Antarc- - 


tica leaves no. doubt that, should the proposal reach a vote, 
Argentina and Chile would be among the “ayes.” So also would 
Venezuela, which has an eye on British Guiana, and whose Con- 
gress has unanimously supported the Guatemalan proposal. A 
fortnight before the Conference, Senor La Rosa, the Argentine 
inter-American Ambassador at large, is personally canvassing the 
support of the West Coast countries for Argentina’s Antarctic 
claims. There, and in Venezuela, President Perén has been extend- 
ing his already formidable network of trade treaties. Thanks 
mainly to Argentine wheat, or the hope of it, Peru and 
Ecuador might also support the Guatemalan proposal. Mexican 
support seems likely, for Mexico also has a frontier with British 
Honduras, and at last year’s Petropolis Conference added its reser- 
vations to a Guatemalan “declaration” which went into the 
Conference minutes, though not into the defence treaty. Colombia 
is expected to abstain, and may be joined by other countries with 
no immediate territorial ambitions. 


Opposition from Brazil 


From this possible alignment with Guatemala, Brazil stands 
apart. It has a long record, of which it is justifiably proud, of 
resort to arbitration for the determination of its own frontiers. 
Its Government is therefore predisposed to arbitration for the 
settlement of all territorial disputes, whether or not they are 
purely inter-Amtrican. Indeed, one of Brazil’s proposed amend- 
ments to the “ Inter-American Peace Charter,” to be adopted at 
Bogota, is that the republics.should adopt the principle of com- 
pulsory arbitration for all such disputes. between them. Sr Fer- 
nandes, the Brazilian Foreign Minister, recently made it anes that 
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territories specifically disputed by Argentina, Chile and Guate- 


mala, settlement should be sought either by negotiation between 
the parties directly concerned, or by recourse t6 “one of the 
recognised means of peacefully settling international disputes.” As 
for those colonies not in dispute (which, as the statement men- 
tions, include the Guianas), he maintains that their welfare is 
provided for by article 73 of the United Nations Charter. ‘The 
statement concludes that Brazil intends to make no amendment 
to “ what was so wisely determined at San Francisco.” 

There is, then, no likelihood that nationalistic Venezuelan 
“claims” to British Guiana will find an echo in Brazil, whose 
own frontier with-that colony was settled by arbitration in 1938. 
Moreover, the Brazilian statement reflects a strong feeling that 
discussion of the colonial issue is out of place at Bogota ; that it 
would be discourteous to Great Britain and the other European 
colonia] Powers interested; and that, at the present stage of 
relations between Russia and the West, there can be less justifica- 
tion than ever for a split in the West which at its worst might 
even be represented as a casts belli. 

It remains to be seen how much support the Brazilian attitude 
will obtain at Bogoté.” That it may be opposed by a Latin 
American bloc led by Argentina is a possibility that cannot be 
altogether dismissed, although Mr Pawley, former US Ambassador 
to Brazil, who has now been appointed one of Mr Marshall’s 
assistants at the Conference, is understood to hope that Argentina 
itself and several other Republics may throw their weight behind 
a move to quash the discussion of the colonial question. In any 
case, although Argentina is expected to make the issue a noisy 
one, a showdown appears unlikely. Like other “ neuralgic points ” 
at past conferences, this one may be soothed by the adoption of a 
modified resolution that would placate Guatemala and at the same 


time be so general as to secure unanimity and call for no specific 
action. 


Claims Against Britain 


Whatever happens at Bogota, the Conference seems unlikely 
to quash Argentine, Chilean and Guatemalan pretensions to 
the British colonies they dispute. Without going into historical 
details, the position as it has emerged from interchanges between 
Britain and the three countries concerned may be briefly stated. 

In 1946, Britain offered Guatemala the choice of taking its resur- 
rected claim to British Honduras to the International Court of 
Justice at The Hague, or—an eminently practical alternative de- 
signed to meet Guatemalan allegations that the British had failed 
to comply with the 1859 treaty—of discussing means to open up 
the difficult Guatemalan region of El Petén to the west of British 
Honduras. 

Guatemala has accepted neither alternative. Instead, it is 
pressing its claim to British Honduras by seeking a decision based 
on equity as distinct from law. It is hardly surprising that the 
British Government should refuse a form of arbitration which 
exonerates Guatemala from presenting any legal titles to a terri- 
tory that has been under British administration since -before 
Guatemala existed as an independent state. Argentina and Chile 
have shown the same reluctance to produce their legal titles at 
The Hague. 

The present Inter-American Conference obviously cannot 
settle these differences to which, in each case, Britain is a party. 
But it may well determine the line of action which the Latin 
American claimants choose to adopt in their efforts to strengthen 
their respective cases. 


Alternative Solutions 


If the colonial issue should be removed from the agenda, the 
three countries would be no further forward. If the Conference 
carries the Brazilian proposal that the specific disputes should be 
the subject of direct negotiation between the parties concerned 
or, alternatively, should be submitted to arbitration, Argentina, 
Chile and Guatemala may choose to interpret this recommenda- 
tion as lending the hemisphere’s moral support to their contention 
that arbitration should be a basis of equity. And if a resolution 
is passed at Bogota on the lines of article 73 of the United Nations 
Charter, the Latin American claimants may find it difficult to 
reconcile their claims with its provisions.. Article 73 obliges 
colonial powers not only “to develop self-government and to take 
due account of the political aspirations of the peoples,” but to 
regard the interests of the inhabitants of their colonies as para- 
mount. There are no more loyal subjects of the Crown than the 
inhabitants of British Honduras and the Falkland Islands. Their 
laws and customs are British, and in both cases there is ‘ample 
evidence that they prefer ies Preent form of government 1 
that of their Latin American neighbours. ees 
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Entrepot of the Far East 


[FROM A CORRESPONDENT IN HONGKONG] 


For some time past Hongkong has been under suspicion as a 
oop-hole through which precious dollars have steadily dis- 
appeared. During the course of a recent debate in the House of 
Commons, the Financial Secretary put up a stout defence of 
the Colony. While admitting that the situation was far from 
satisfactory, he appeared to justify the policy which the local 
authorities had adopted. This policy is summed up in the con- 
cluding words of an advertisement issued by the Import and 
Exports Department which reads “On the principle that trade 
flows in the greatest volume when it flows freely, Government 
intereference with the movement of merchandise is kept to a 
minimum.” 

There are, of course, many controls and restrictions, but these 
are applied with commonsense and there are few business men, 
foreign or Chinese, who have any ground for complaint. Co- 
operation with the Chinese authorities has meant special treat- 
ment of Chinese products for which an application for an export 
licence requires a certificate of origin signed by the competent 
Chinese authority. Then there are “ restricted exports ” (some 
of which overlap with “China exports”) which are mainly 
shipped to America and for which exporters are allowed to retain 
75 per cent of the exchange proceeds. Some commodities are 
banned entirely while others can only be exported under special 
circumstances. Yet another variation is seen in the case of gunny 
bags. As India had boycotted the Union of South Africa, large 
quantities of gunny bags were shipped to Hongkong for re-export 
to South Africa. Recently, at the request of the Indian Govern- 
ment, Hongkong restricted export licences for gunny bags to 
shipments for adjacent markets, but quite possibly the tranship- 
ment trade may spring up elsewhere in the Far East. This 
diversion of trade happened in the case of gold. Hongkong 
banned imports of gold in order to observe the requirements 
of the International Monetary Fund, and thereby lost a profitable 
trade to the Portuguese Colony of Macao. 

On the other hand the free market in hard currencies has 
attracted a good deal of trade which might otherwise have gone 
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elsewhere and this treedom of operation has undoubtedly assisted 


the Empire dollar pool. At the moment an official of the Bank. 


of England is in the Colony and he is being supplied with suffi. 
cient data both from official and unofficial sources to give the 
Treasury an accurate picture of the position here. The fact re. 
mains, however, that a policy which may not accord with all the 
canons of the Treasury has enabled Hongkong to recover from 
the plight which it was in two years ago, and to become an 
entrepot not only for China but for most of the other territories 
of South East Asia. 

At long last preliminary steps are being taken to lift the Mora- 
torium which has been in force since September, 1945, and an 
ordinance is now before the Legislative Council with the some- 
what cumbersome title of “ An ordinance to determine the degree 
of validity to be accorded to money payments made and debts 
incurred during the period of enemy occupation oi the Colony 
and matters relating thereto.” The Chairman of the Hongkong 
and Shanghai Bank in his speech at the annual meeting early this 
month had complained of the delay in clearing up a most un- 
satisfactory situation between debtors and creditors brought about 
by the Japanese liquidation of the banks of the Colony. Those 
who were interned or prisoners of war are little affected, but a 
good many Chinese were able to take advantage of the greatly 
depreciated occupation currency by paying off loans and over- 
drafts and recovering their collateral security, mostly title deeds 
for property, These transactions are now to be rendered valid 
according to a scale of valuation of the currency which ranges 
from par, at the beginning of 1942, to nil at the iiberation of the 
Colony. While some of the debtars were probably coerced 
by the liquidators into repayment, others, at a later stage, could 
be regarded as collaborators and these will reap the benefit of 
a very questionable means of ridding themselves of theit 
obligations. 

The visit of Lord Listowel is appreciated, and he is spending 
a week here meeting various groups of the community. It has, 
perhaps, rather shaken our complacency to find how little ts 
known of Hongkong’s problems by a Minister of State, but Lord 
Listowel is making copious notes. It is to be hoped that on 
his return more interest will be displayed by the Colonial Office 
in speeding up long delayed decisions, for example about the new 
Municipal Council, 
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MAXIMUM PRICES:—Bottles 31/-, $-Bottles 16/3 
as fixed by the Scocch Whisky Association 





Lighter Underwear 


This is the time to get lighter underwear, and all 
our Cityeshops have many useful suggestions. For 
instance, there is our écru cellular net underwear 
in fine luxurious cotton. It is very comfortable and 
absorbent. The vests are of the athletic sleeveless 
type, and the trunks are elastic-waisted, with plenty 
of room in the right places. The prices vary with size. 
38 in. vest 14/6d. 36 in. trunks 15/3d. 


Footnote 


All our City branches have socks to suit all feet. All 
wool, ina variety of plain shades which include maroon, 
bottle-green, yellow, and more sober browns, blues and 
greys. From 3/5d. a pair upwards. 


e 
Ausk Reed 
“ 
13 Fenchurch Street, E.C.3. TI Cheapside, B.C.2 


Salisbury House. London Wall. E.C.2. Telephone: Holborn 5631 — 
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Controversy Over Cotton 


HREE sharp increases in the price of Egyptian cotton 
within four weeks have produced a wave of criticism 
among Lancashire cotton spinners, and this week the Master 
Spinners have put a case before the chairman of the Raw Cotton 
Commission for a revision of the Commission’s buying methods. 
Higher prices seem to dog every experiment in nationalisation, 
and central buying of cotton is so far no exception. The critics 
have made the most of the difficulty which higher prices for 
raw cotton will add to Lancashire’s problems in reaching its 
ambitious export targets this year. The Raw Cotton Com- 
mission only started to operate on January Ist, and it is much 
too early to judge its efficiency by what has happened since. But 
the Commission has been set up as a permanent institution and 
given a monopoly of procuring raw cotton for the British cotton 
industry. This fact alone, quite apart from the events of the 
past two months, would justify an examination of its trading 
methods. On paper, they do not look impressive. Egyptian 
Giza 7, for example, cost 23d. a lb. on February 3rd, but 
rose to 48.60d. by March 22nd. The rise in American growths 
was not so sharp, though middlings rose from 22.20d. a Ib. to 
24.40d. during the same period, despite the fall in cotton prices 
in the United States. Spinners have been quick to blame the 
Commission’s buying methods for these increases, which come 
imopportunely at a moment when foreign markets for textiles 
are becoming sensitive to competition. They are asking if such 
abrupt price changes are inherent in a system of government 
trading, or—more charitably—if they represent painful teething 
troubles which ought not to recur once the Commission has 
settled down to business. 


The Cotton (Centralised Buying) Act of 1947 requires the 
Raw Cotton Commission to balance its revenue and expendi- 
ture “on an average of good and bad years.” It does not con- 
template any additional burden on the taxpayer in the form of 
a subsidy on the cost of raw cotton to the textile industry. But, 
if it is to discharge its duty smoothly and efficiently, the Com- 
mission must carry stocks in excess of its immediate commit- 
ments ; it must always be a “ bull” since it cannot avoid carry- 
ing stocks, just as any other wholesaler must do. And like other 
wholesalers, it makes a profit in a period of rising prices and can- 
not avoid running into losses when prices fafl. To balance the 
good years against the bad, the Commission must resort to its 
reserve fund. The Board of Trade paid over to this fund all the 
profits made by the Cotton Control between April 1, 1946, and 
December 31, 1947. This fund, and any additional profits 
which the Commission may make, can be used to offset any 
losses which occur in bad years, when the Commission has to 
bring down the price of raw ‘cotton charged to the textile 
industry into line with lower world prices. In the past quarter, 
the Commission received £14 million in respect of these past 
profits, and repaid (though presumably only temporarily) £8 
million. If the fund should prove inadequate, the Commission 
would either have to borrow money from the Treasury— 
limited to {10 million under the Act—or charge a higher 
price for cotton than the level ruling in the world market. 

The services which spinners require of the Raw Cotton Com- 
mission fall roughly into three categories. First, they want to 
be able to choose the type of cotton to suit their need, and 


to be reasonably certain of continuity of supply. If it should 
happen that a particular cotton which a spinner requires is not 
available, there must be a substitute, which can be bought by 
him at a comparable price. At the moment, this scope for 
selection exists only for Egyptian growths ; in other types of 
cotton, substitution is very limited. In the past a spinner 
could quote a competitive price because he was able to buy 
certain cottons a little “off staple” at a slightly lower price 
than the standard cotton he required, mix the two, and still 
produce a very close approximation to the required yarn. This 
important advantage in a competitive market no longer exists, 
The second service which spinners require is a fairly stable but 
competitive price, and that may not always be possible, particu- 
larly in a rapidly falling market, when British prices for raw 
cotton could only be kept in.line with world prices if they were 
frequently changed. A steady price has obvious conyeniente, 
but it is even more important that Lancashire should be able 
to buy its cotton at least as cheaply as its competitors. 


Thirdly, spinners require some form of cover, scheme. to 
reduce the risk of fluctuation in the value of their cotton stocks 
and to enable them to maintain a steady flow of purchases 
against future sales. This need at least is well met. The Raw 
Cotton Commission at present operates a comprehensive cover 
scheme for all growths of cotton which insures individual 
spinners against loss through changes in cotton prices. If a 
spinner is “ long ”—that is, if his stock of raw cotton and yarn 
exceeds his selling contracts—and the price of raw cotton rises, 
he pays to the Commission the increased value of his uncom- 
mitted stocks. If a spinner is “ short ’—that is, if his stocks 
and undelivered purchases are insufficient to meet all his com- 
mitments for yarn at the old prices—the Commission pays him 
an amount to offset the increase. The cover scheme, which 
works conversely when the price falls, thus protects the spinner 
against price changes. But it does nothing to protect. weavers, 
merchant converters and other processors who, before the war, 
were able to hedge their commitments on the Liverpool futures 
market—though there is no evidence to show how extensively 
they did so. Thereis mo similar facility available to them today, 
but it may not be impossible to devise a workable scheme which 
would provide cover for weavers and other processors. 


Recent criticism of the Commission has fastened mainly on 
its methods of purchasing raw cotton. When the Bill was 
passing through Parliament the advantages of bulk purchase— 
a technique “ which lies at the root of the success and growth 
of multiple stores”—were much stressed. But, in fact, bulk 
purchase is not being carried out by the Commission. Only 
certain Empire cottons, like East and West African and 
West Indian Sea Island, are purchased in bulk under long 
term contracts, and these form a very small proportion of 
total British supplies—about 5 per cent in 1947. Sudan cotton, 
which amounted to 11 per cent of last year’s supplies, is 
marketed through a Government selling agency direct to the 
Commission. Other cottons are bought from individual firms and 
rarely in large single purchases. American, Indian and Belgian 
Congo growths, which last year accounted for about 33 per cent 
of the total, are purchased through Liverpool and Manchester 
agents acting for overseas. shippers. Egyptian and Brazilian 
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cottons, which represent another 45 per cent of the total, are 
bought not under bulk contracts but in competition against 
other buyers. aii i lisete cine ; — 

The promised advantages conferred by bulk purchase’ have 
been abandoned and this-economic ‘argument for centralised 
buying ceases to exist—for what it was ever worth. In a period 
of rising prices, the Commission’s purchases May force prices 
still higher—as indeed happened last February when it had to 
secure Egyptian cotton to ensure continuity of. supply to spin- 
ners. Supplies of these growths‘ were short, and even if the 
Commission’s officers had been more devious in their approach 
to Egyptian. brokers, instead of, advertising. their intentions so 
obviously, the effect on prices would not, in all probability, have 
been very different in the end. Britain’s requirements are too 
large to be met without affecting the cotton, market. But that 
puts a special responsibility on the Commission to arrange its 
buying programme and its distribution of stocks in such a way 
that sudden intervention in the market is avoided as far as 
possible, If purchases are well spread during the season, and 
if satisfactory contracts can be secured—as in normal times they 
could be—there is no reason, in principle, why the Commission 
should pay higher prices than any other foreign buyer. But 
if the Commission is short-sighted or clumsy, its buying is likely 
to be very costly when supplies are scarce. 

Granted, then, that Britain’s cotton supplies could be bought 
roughly at the average world market price for the whole season, 
what advantages would Lancashire derive from the Commis- 
sion’s activities ? Unless the overhead cost of the Raw Cotton 
Commission is markedly lower than the.total cost of private 
broking, the British cotton industry will not be getting its raw 
material any cheaper, on the average, because it is bought 
through a central institution. “ Unfortunately there are no 
statistics of cost for the prewar Liverpool market to permit this 
comparison. But for the spinner it is the actual price of a 
particular shipment, and not the average price of all raw cotton 
over a period which is the vital consideration. Here lies the 
importance of the Commission’s pricing policy. The chairman 
has stated that home prices of raw cotton will only be altered 
to keep them in relation with the “long-term trend” of world 
prices. Thus the Commission intends to disregard. short-term 
movements. This sounds like an admirable policy, but its appli- 
cation is fraught with difficulties. If prices are only to be 
adjusted to long-term trends, home prices must tend to lag 
behind world prices in both directions. In a rising market, 
British textiles would be helped when aid was least necessary ; 
but in a falling market, British yarns would tend to cost more 
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than others, at a time of keen competition. This disadvantage. 
would become more serious as the time lag became longer ; 
hence under conditions of falling, world prices, it may be neces- 
sary to reduce home issue prices quite frequently. In such 
periods the efficiency of the Comimission’s buying policy will be 
severely tested. 

If the Commission speculates on future price trends, 
Lancashire will benefit when it is successful. But will Lanca- 
shire or the taxpayer pay if the,Commission’s forecast proves 
to be wrong ?) ‘Nor is the Commission merely concerned with 
an average price or a broad trend. As soon as proper facilities 
for the selection of different cottons are provided (which should 
be available as soon as warehouse space is freed), the Commis- 
sion will be responsible for a complicated price structure involv- 
ing several thousand types of cotton. Under,such .conditions 
it will be important not merely to buy “cotton.” to the best 
advantage on the world markets, but also to keep, the. price 
differentials between the various types of cotton in relation with 
those which prevail in the world market. 

Under existing currency restrictions and shipping difficulties, 
the re-establishment of a free cotton market is out of the ques- 
tion, Given time and experience, the Raw Cotton Commission. 
may be able to build up its own goodwill ; for -this it requires 
a highly efficient staff with an intimate knowledge. of the textile 
industry and also the co-operation of brokers and. spinners, 
Later on, it may be able to give the cotton industry a service 
roughly similar to that which the Liverpool market provided 
before the war, and.at no extra cost. But first it must. solve 
a number of. practical problems. . Its buying programme must 
cower the meeds of the spinners, within the limits of currency 
restrictions, and offer them reasonable opportunities of .substi- 
tution. Home prices must be brought down quickly when the 
world market is falling ; if the Commission has been successful 
in its purchases, its reserve fund may allow it to do.so without 
loss... This, however, will be a matter of trial and. error. 
The Commission will have no rule-of-thumb guidance in its 
deliberations and no ready-made economic technique to replace 
the price mechanism. Even if the Commission succeeds, its 
success will only mean doing what Liverpool used to do, and 
at no extra cost. The basic task of the Raw Cotton Commission 
is to effect a compromise between stable and competitive prices. 
If home prices fluctuate violently and frequently, cotton spinners 
will be worse off than under the free Liverpool market. If, on 
the other hand, the cotton industry cannot secure its raw 
material at least on the same terms as its competitors, the well- 
being of a vital industry will be at stake. 


Manpower Budget 


| HEN the plans (or, more accurately, the hopes and inten- 

tions) set out in the Economic Survey are examined, it 
is seen that their fulfilment will depend at many points on 
finding the labour to carry them out. This makes it unfortunate 
that the manpower analysis in the Survey should take as its 
starting-point a cheerful general statement which is only true 
if it is so hedged around with qualifications that it means very 
little: “ Labour is not at present, and is unlikely to be in 1948, 
the limiting factor in economic activity as a whole.” Is it not? 
There may be no absolute shortage of labour throughout the 
‘ whole of industry. There ‘are certainly other limiting factors, 
of which steel is the first, But, as the Survey shows, expansion 
at certain points of the economy is essential if the threat’ of 
failure and collapse, which it so graphically draws, is to be 
averted. The most important of these points are coal, agri- 
culture, and textiles. And in none of these three groups’ can 
thé reauired exnansion’ be achieved without a substantial ‘in- 


crease in the labour force. The workers exist ; that is what the 
cheerful generalisation means. But they are in the wrong places, 
working in the wrong trades, producing the less vital things. 
How are they to be moved into the right places to make the 
right things? That is the problem, and it is serious enough. 
The manpower objectives for coal, agriculture and textiles are 
now more than mere “ targets” to be forgotten when they are 
not attained, They are a special kind of target ; “ targets,” as 
the Survey has it, “ in the full sense,” which means, among other 
things, that they are seriously intended to be achieved. 

It is worth while to look at the progress made in 1947 towards 
the more effective use of manpower. For the problem is not 
new ; it merely shifts its ground here and there as the crisis 
closes ‘in. The manpower figures quoted in the Economic 
Survey show that only partial success was achieved last year. 
In certain respects the expectations set out in the Economic 
Survey for 1947 were’ fulfilled ; in’ some they’ were ‘even’ cx- 
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ceeded. Instead of an estimated drop in the total working 
population, there was actually an increase, largely owing to the 
introduction of the Control of Engagement Order last Autumn. 
The year 1948 began with a working population of 20,423,000, 
an increase of 10,000 over_the end-1946 figure, and the indus- 
trial population increased from 18,674,000 to 19,187,000. The 
schemes to raise the labour force by recruiting foreign workers, 
by bringing in more women and by persuading people to post- 
pone their retirement from industry had a certain success. By 
the end of 1947, 95,000 foreign workers had been placed in 
industry, and by the end of January, 1948, a total of 108,000 
had been placed under the various postwar schemes. The re- 
duction in the size , 

of the Forces was 
not so slow as had 
been anticipated. 
Unemployment, 
which was ex- 
pected to increase, 
actually fell 
throughout the 
year. 

But despite 
these improve- 
ments in ~ the 
manpower  situa- 
tion, efforts to 
redress the balance 
between  war- 
contracted and 
war-expanded  in- 
dustries were less 
successful. The first table shows that none of the targets 
for the main “undermanned” industries was reached. In 
spite of an active recruitment drive, which was particularly 
successful after the fuel crisis but fell off in later months, 
manpower in the mines was 12,000 short of the end- 
1947 target of 770,000. The fact that the output target was 
still all but achieved suggests that the production target was 
set too low, and the manpower target too high. The rate of 
increase in textile manpower was also disappointing, in spite 
of a rapid improvement in the autumn. At the same time, the 
increases in the labour force of a number of industries which 
were regarded as less essential or already sufficiently manned 
were far greater than had been estimated. Distribution and 
consumer services continued to rise at an alarming rate 
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in view of the shortage of supplies for the homie market. “Sim 
larly, the labour foreg=inbmilding and civil engineering 
expanded more rapidly | than could be justified by the supply of 
materials, Man employed in Government service con- 
tinued to swell. The*wartime increase in the metal and engi- 
neering group continued, patticularly in light engineering, 
although there were sétious» shortages in such important 
branches as ball-bearings and foundries. 

The problem for 1948, therefore, remains fundamentally the 
same as in 1947—1to arrest the expansion in those trades which 
absorb scarce manpower and materials for less essential purposes, 
and to move workers inte essential export and home trades. The 

- difficulty with any 
“manpower budget 
is that’ the move- 
ment of human 
resources cannot 
be predicted with 
any precision or 
certainty; the 
Ministry of 
Labour no longer 
enjoys its over- 
riding wartime 
powers. The in- 
consequential re- 
sults of the “ plan- 
ning” in the 
Economic Survey 
for 1947 was a 
; warning. Is there 
ZA) 0 any reason to 
suppose that this year’s efforts will be any more successful than 
last year’s, despite the introduction of the new notion of “ targets 
in the full sense ” ? 

The means open to the Government to effect these redistribu- 
tions of manpower are of two kinds: those directly designed to 
encourage the necessary changes, and those which work in- 
directly—mainly by control of raw material supplies. The most 
obvious measure, that of direction of labour, which was widely 
used in wartime, has been barely applied. Mr Isaacs told the 
House of Commons in last week’s manpower debate that only 
17 people had been directed since the Control of Engagement 
Order came into force. He also indicated very strongly that 
these powers will continue to be kept in the background. If 
the Sena of Labour hoped for a sre haul from the Regis- 
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TasLe II — DistriBuTION OF THE INDUSTRIAL POPULATION, 1947-48 
(T housands) 











ee 
Mid-1939 | End-1946 | Ts Mid-1947 | End-1947 | End-1948 
Actual Actual Actual Actual | Distribu- 
| | tion 
Coal {total manpower) ...... 7713 730 +: 757 | 758 TH 
Do, _ (on colliery books) .... (7.35) (690) (716) (718) (750) 
Other mining and quarrying .. 100 7 72 73 75 
Pub DUE, 5; . coe sarener 242 264 266 270 280 
Transport and shipping ....... 1,233 1,384 1417 1,438 1,460 
PIS ain st ihe heen $10 1,046 1,045 1,055 1,110 
ERNE Fore eee Sa ee races 40 35 35 35 37 
Building and civil engineering... 1,310 1,289 1,344 1,364 1,200 
Manufactures— 
Building materials ......... 567 574 577 590 §75 
Metals and engineering ..... 2,267 2,822 2,827 2,876 2,900 
TORE, ine dial heeeeemn 798 615 626 652 760 
CREE. Sev acats candenes 1,005 807 832 831 £00 
Food, drink and tobacco... .. 654 §99 609 623 606 
CHRP 2 inde vcisscout 266 321 325 336 335 
Other manufactures .......- 1,258 1,268 1,305 143 1,555 
Distriieg intake oss eS VS 2,887 2,309 2,319 2,351 2,320 
Consumer services ........... 2,225 1,984 2,121 2,120 2,123 
Public service— 
Civil Bervine” Se. as ote is 408 722 712 692 71s 
Other National Government* 211 384 376 315 360 
Local Government .......,. £46 1,052 0 1,105 1,075 
Total employed ......... 18,000 18,276 18,650 | 18,887 18, rod 
Unemployed... .. 0.504... 1270 | We 260° «| 300 
Total industrial population . . i 18,674 18,910 19,187 | 19,320 
\ | t 


~* Including industrial staffs of Government Departments not classifed to a particu:ai 
industry and Police, N.F.S. and Civil Defence. 








George Starkey Chemotherapy —the 


treatment of infections by 
means of chemical remedies—is considered one of the most 
modern developments in. medicine. Yet. it was. being 
practised in London nearly 300 years ago by George 
Starkey, the son of an English clergyman in the Bermudas. 
Starkey was educated at Harvard, Massachusetts—then a 
British colony—and graduated in 1640. Coming to 
London, he became an apothecary and showed great skill 
and versatility in the preparation of chemical medicines 
such as quinine. He won a high reputation for his 
“extraordinary knowledge of adbemistry”, and was on 
familiar terms with the leading chemists of the time. 

On the outbreak of the Great Plague in 1665, he at 
once set about seeking a cure, and was reported to have 
compounded a specific which was always effective. 
Demands for his services were so great that he became 
overworked. His health suffered, and he too fell a 
victim to the Plague. He gave detailed instructions as 
4o how his own remedy was to be administered to him, but 
his physician made an error and Starkey died, and with 
him the secret prescription. A contemporary wrote of 
him “ Our friend Dr. Starkey is dead of this visitation, 
with about six more of them chymicall practitioners the 
most of them distractedly madd”. The sneer was 
unworthy for the “ chymicall practitioners” had treated 
Plague patients with complete disregard of personal 
danger, even going so far as to hold 
post mortems on victims. From these 
crude beginnings sprang the science of 
chemotherapy which, 300 years later, 
was to crown its many great achieve-% 
ments with the development of penicillin, 
the sulpha drugs and “ Paludrine ”. 
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Aprilis a busy monthin the home. The dark 
days of winter are over, and in house and 
garden much needs to be done. In this season 
of renewal reminders of the Midland Bank’s 
service to householders are frequent. The Bank 
is ready to assist in meeting essential outlay; 
if requested, it will pay on their due dates 
rent and insurance premiums on behalf of 
euatpanties while statements of account 
provide a simple record of household income 
and expenditure. In many ways an account 
with the Midland Bank contributes towards 


the smooth running of the home. 


MIDLAND BANK LIMITED 
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tration for Employment Order, they must be sadly disappointed. 
Total registrations under this Order up to mid-March were only 
19,236 women of 25 and under, and 4,053 men up to 41. These 
figures surely justify those critics who contended that the 
“spivs and drones” fuss was an utter waste of time ? 

Persuasion, on the other hand, has contributed to the general 
increase in the industrial population, The numbers actually 
placed by Employment Exchanges increased from a monthly 
average of about 200,000 before the Order. was brought in, to 
321,000 during January. Has persuasion been equally successful 
in bringing about the necessary redistribution in manpower? 
It is worth noting that placings in the so-called “ first prefer- 
ence” industries only represented about 12 per cent of the 
total. The Ministry of Labour has also been taking steps to 
enlist more foreign workers, particularly for textiles. Mr 
Isaacs stated that the’rate of entry into the country of European 
Volunteer Workers was now running at 500 to 600 a week, 
and the rate of entry into industry of Poles and EVWs about 
1,100 a week, Trade union opposition to foreign labour has 
not disappeared but at least it is weaker than it was. 

Apart from direct recruitment, measures are proposed to 
improve conditions and facilitate entry into industry. Shortage 
of housing is still the main obstacle in the mining, textile and 
agricultural areas, and while the general building programme 
is being slowed down, priority for schemes in these areas is 
promised, But wages are the most effective inducement to re- 
cruitment and the White Paper on Personal Incomes specifically 
exempted the undermanned industries from the general prin- 
ciple of a wage “stop.” Cotton spinners and weavers, and 
the miners have recently gained advances, so they are not 
directly affected. The biggest undermanned: industry which 
might claim exemption is agriculture. There is, however, 
a customary differential between town and country wages, and 
any upward movement of farm-workers’ wages might evoke 
renewed pressure from factory workers. 

In theory, the Government’s plans to reduce inflationary 
pressure should diminish the demand for less essential con- 
sumer goods and services, and thus help to bring about a re- 
duction ia the labour force of the industries producing them. 
Perhaps the first signs of deflation of demand at particular 
points—in some of the luxury trades, for example—are just 
becoming visible. But so far, in spite of the White Paper and the 
TUC’s general endorsement of the policy which it contains, 
there are few signs that the pressure for higher wages has been 
arrested, even though it may have been slowed down. Passen- 
ger transport can hardly be described as an undermanned 
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occupation, yet the bus workers in the provinces have been: 
striking because they are dissatisfied with an award of 7s, 6d. 
a week more. Distributive workers have announced that they 
will go forward with a claim for £1 a week increase and the 
engineers are pressing for an all-round increase in wages. In 
the former case particularly, increased wages would produce 
the very opposite effect tothe Government's planning. 

The indirect method of withholding supplies of steel and 
other materials from: less essential production may be more 
successful, particularly. im. the building industry, in curtailing 
the size of over-expanded industries.: But it would be unwise 
to expect a corresponding increase im the labour force of the 
undermanned industries as a result of an improvement in the 
mobility of labour, An unemployed building worker in Ports- 
mouth is unlikely to migrate to the Northeast to find work in 
a mine or foundry, or go to Lancashire for work in textiles. 

To judge merely by the example of 1947, the prospects 
of achieving the 1948 mining manpower target (in the 
full sense) of 750,000 are remote. It will involve a_ net 
recruitment of 102,000, to offset the year’s expected wastage 
of 70,000. It is estimated that, of this intake; 25,000 wili be 
juveniles under 18, 30,000 will be EVWs and Poles, 20,000 
ex-miners from the Forces and other industries, and 24,000 from 
other British sources, with a balance of 3,000 Irish workers, 
The problem in coal is not.the quantitative one of raising the 
labour force. It is to raise the proportion of face-workers, to 
reduce the excessive number of men on haulage and surface 
work and to increase output per manshift. Equally in cotton 
textiles, where an increase of 68,000 is aimed at, and in agri- 
culture, where the target is another 55,000, the emphasis needs 
to be on productivity rather than increased manpower. 

There is little prospect, therefore, that the fulfilment of the 
manpower targets in 1948 will be much more successful than 
in 1947.’ They still have the character of pious hopes, and lack 
any precise means of achievement. Here is the limitation of a 
manpower policy under “ democratic planning.” The means of 
force cannot be applied ; full employment has come to mean 
rigid employment in the minds of many workers; a rational 
wages policy has been rejected in favour of so-called direction 
which works only indifferently and at the fringe. So despite 
the trumpeting of targets, it is more than likely that they will 
not be reached. Manpower may not be generally short ; indeed 
there may be more manpower looking for jobs if an increase 
in unemployment to 450,000 occurs by the end of the year, as 
the Economic Survey calculates. But manpower will still be 
short where it hurts. 





Business Notes 


Meanness in Electricity Stock 


The Treasury have again been unable to resist the tempta- 
tion to turn the screw too tightly in fixing the terms of Electricity 
Stock. They have followed the displeasing precedent of the 
Transport Stock issue by squeezing a longer life for the compen- 
sation stock than could be properly justified by the state of 
comparable gilt-edged stocks. As was expected, they have decided 
on a 3 per cent stock at par; amy other rate would have been 
either impossible or invidious and any other price would have 
involved incredible complications for investors and dealers. But 
the date is pitched five years too long at 1968-73, and the narrow- 
ing of the bracket does not rebut the charge that Electricity Stock, 
like Transport Stock, has been issued on cheeseparing terms. 
On vesting day, 3 per cent Savings Bonds, 1965-75, closed at 
99% to yield £3 os. 7d. per cent to final redemption. Pace the 
opinion of the Treasury, 3 per cent Electricity Stock 1968-73 
cannot be worth par under these conditions, and dealings were 
expected to open at 98} on Friday. 

Since the authorities removed the peg from the two key 
stocks—Savings 3’s 1965-75 and Transport Stock—a clear week 
before vesting day, earlier impressions that the authorities might 


be preparing to “ condition” the market (as they appear to have 
done in anticipation of the issue of Transport Stock last December) 
had largely evaporated. The stage is now set for the distribution 
of compensation—a much more piecemeal process than the 
transport operation because there are more securities to deal 
with, and for much smaller amounts. A second list of agreed 
take-over prices, settled after negotiation between the Ministry 
of Fuel and Power and the stockholders’ representatives of the 
various undertakings, has been issued this week. It shows that, 
in several cases, the stockholders’ representatives have succeeded 
in obtaining far more generous treatment than the stockholders 
who will be bought out on the basis of Stock Exchange values. 
Indeed, some observers in the industry have concluded that the 
authorities have been anxious above all else to avoid any prolonged 
arbitration and were ready to agree to unexpectedly reasonable 
terms. But the possibility of arbitration on certain remaining 
cases is still present. 

The eve of the taking over of the electricity industry by the 
British Electricity Authority has been marked by a series of oddly 
uncoordinated statements in the country about charges, varying 
from suggestions that urban consumers will have to subsidise 
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‘rural consumers (which is far from being a self-evident proposi- 
tion) to more sensible warnings that cost of domestic supplies will 
be raised. Indeed, some increases have already been made by the 
undertakings which disappeared on Thursday ; others would 
inevitably have followed the rising cost of coal and—perhaps even 
more important—the enormously increased cost of new plant as 
it comes into service in the next five years. The policy of the 
BEA and the 14 Area Boards regarding costs and charges will 
anced to be closely watched. The Act offers an opportunity so to 
apportion the capital costs of the undertakings as a whole that 
some areas might benefit at the expense of others. And what is 
to be made of the first public pronouncement of the BEA regarding 
charges for bulk supplies to the 14 areas ?, The Authority has 
fixed inter:m charges for supplies to the 14 areas, calculated on a 
common basis to cover its costs. But a uniform charge to each 
area would have meant that some areas would have to pay more, 
and others less, than at present. Therefore, a system of surcharges 
and discounts has been superimposed on the uniform charge “so 
as to secure that the costs of supplies to the respective areas 
shall be roughly equal to the aggregate costs that the predecessor 
authorised undertakers in each area would have incurred under 
pre-vesting day arrangements.” It is difficult to disentangle this 
statement. But clearly if there is any virtue in a uniform 
charging basis for bulk supply—and presumably there is—it is 
the Authority’s task to introduce it as soon as possible, 


” * * 


The Fiscal Year 


The financial year ended on Wednesday with by far the 
biggest revenue surplus, as the Treasury computes it, ever 
recorded, though a much smaller one then had accrued up to a 
few weeks ago, since the adjustments in the last ten days of the 
year were even larger than at the end of 1946/47. The final 
official figure was £635.4 million, after providing £22.4 million 
for Sinking Fund (because expenditure required for the service of 
the national debt fell short of the year’s “fixed debt charge” 
by this amount). Hence the final’ surplus, as the accom- 
panying table shows, was almost exactly double the original 
Budget estimate—after allowing for the additional , revenue 
expected from the tax changes made in last November’s supple- 
mentary Budget. Excluding the provision for Sinking Fund 
from the year’s expenditure, the error by comparison with last 
April’s estimates amounts to no less than £388 million. Despite 
the large supplementary expenditure estimates presented during 
the year (they amounted to £262.6 million, bringing the global 
estimate up to £3,444 million) the year’s ordinary expenditure 
was only £6 million more than the original estimate, at £3,187.1 
million. The amounts required for expenditure on Civil Supply 
Services exceeded estimate by rather more than £70 million, but 
these additional outlays were largely offset by the savings in 
Defence expenditure (£45 million below estimate) and on interest 
and management of the national debt (which cost only £4 million 
more than in 1946-47, at £503 million). Moreover, the Civil 
expenditure includes the whole of the advance payment of about 
£100 million recently made by the Ministry of Food against its 
Argentine meat purchases, the benefits from which will accrue 
mainly in the coming year. 

(£ million) 


| Twelve Months to Estimates for Year 











March 3lst 
me ) $$ ——__-—--—-— 
i; 1946-47 1947-48 April November 
Budget | Budget 
Ordinary revenue. ......+s«ssss. | 3341-2 | 3,844-9 3,451-0 3,499-0 
Ordinary expenditure ..........- | 3910-3 | 3187-1 3181-4 | -3,181-4* 
Surplus or Deficit .........-.--- —569-1 | 4657-8 | +269:6 | 4318-0 
5, Fund provision “above-the-line” | oe | 22-4 / -- ~ 


~ * Excluding supplementary estimates totalling £262-6 million presented during the year. 

The large uncovenanted surplus is therefore wholly due to the 
exceptional buoyancy of the revenue which, at £3,845 million, 
provided £394 million more than was estimated last April, and 
of this sum only £48 million may be attributed to the changes 
made in November. Roughly 30 per cent, or £121 million, of 
the gain came from excess receipts from the three abnormal or 
even nominal sources—sales of surplus war stores, receipts from 
trading services and Miscellaneous receipts. A further £87 million 
ef the excess came from EPT and Profits Tax ; owing to the 
germination of EPT as from the end of the calendar year 1946, 
gevenue from these two sources was originally expected to fall 
sy over £150 million by comparison with 1946-47 ; it actually 
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fell by less than £70 million. Hence, of the total uncoy. 
receipts, rather Jess than half was provided by the main sources 
of tax revenue—income tax and surtax the 
original estimate by £128 million, customs and excise by” 
million and death duties by £17 million. Among the a 
revenue sources, only three fell short of the estimates. Stanips, 
from which a large increase had been expected in consequence 
of the new duties imposed in the April Budget, missed the 
target by only £720,000. Motor vehicle duties, despite the suspen. 
sion of basic petrol, showed a shortfall of less than £900,009 
and indeed provided only £350,000 less than in 1946-47. ‘The 
only substantial shortfall occurred in excise duties which, ai 
yielding £66 million more than in the previous year, fell below 
the April estimate by £13 million and the November estimate 
by £39 million. Customs revenue, on the other hand, producéd 
no less than £170 million more than in 1946-47 and surpassed 
even the November estimate by £49 million, despite the steep 
cuts in imports. 

* a * 


“ Below-Line ’’ Expenditure 


This performance ef customs is particularly significant. It 
points plainly to the principal reason why official forecasting has 
this year gone so widely astray. It has been Said repeatedly, in 
these columtis and elsewhere, that most of this abnormal surplus 
is spurious. But the spuriousness does not arise merely from the 
oddities of Exchequer accounting. Even the normal items of 


revenue have been unnaturally swollen by the effects of inflation: 


upon prices and incomes, so that much of the additional Exchequer 
revenue represents, not a genuine sterilisation of current incomes, 
but merely the mopping up of surpluses which have already 
exerted an inflationary effect. The most serious source of dis- 
tortion of the figures, however, of course arises from the official 
convention of computing the surplus after including abnormal 
or nominal credits under the head of “ ordinary” revenue while 
excluding the comparable abnormal debits from “ ordinary” 
expenditure. Of the total ordinary revenue, roughly one-seventh 
came from Miscellaneous receipts (largely comprising Mr Dalton’s 
“ clawing-back ” of unspent votes left over from the war period) 
and from surpluses on sales of stores and Government trading, 
both of which are non-recurring. Moreover, no allowance has 
been made for the fact that no less than £355 million of the year’s 
tax revenue was paid merely by the surrender of tax reserve certifi- 
cates previously purchased, whereas fresh purchases of certificates 
against taxes accruing in the future amounted to only £252 million, 
Allowance for these four items alone would extinguish the whole 
of the official surplus, before taking account of the large outlays 
charged “ below-the-line.” 

These outlays, as the following table of the principal items 
shows, have been even larger than in 1946-47 :— 


(£ Million) 
1946-47 1947-48 

net C8 ead cone i? mcien:* 58 56 
WEE NENT ic i « bg vibes cab body coke 107 280 
E.F Te Refantis’S. YEN e2 AR. A 184 28 
Temporary Housing . ........ 0+. 4.%,. +. 91 62 
Loans to Local Authorities (mainly for 

aS ta 49 226 
Advances to Coal Board............. 41 28 


In.round figures, therefore, the below-line outgoings have totalled 
about £700 million, littlhe more than half of which was financed 
by an actual surplus of cash; receipts (above or below the line) 
from the domestic public. The above-line surplus, excluding, 
say, £200 million of nominal credits clawed’ back and the net 
redemption of tax certificates, provided, in cash, only about £30 
million—and half of this came from Death Duties, which exert 
no genuine anti-inflationary effect. Direct exchequer receipts 
from small savings produced, on balance, only £20 million, after 
providing for encashments and redemptions. 


* * x 


Bank Deposits and Argentine Rails 


The position disclosed by the clearing banks’ return fot 
March miust surely be unique in the annals of British banking. 
The published total of bank deposits has. risen byno less than 
£153 million, which, except for one occasion at the end of I 
(when the rising trend of deposits was greatly exaggerated bythe 
year-end inflation of items in course of collection), is by far the 
largest monthly increase ever shown, and carries the total to 4 
new high level at £5,794 million. The exceptional feature of thi? 
month’s return lies. however, not in the size of, the increase 4 
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such, but in the fact that. nearly half, of it occurred. in the 
deposits of Glyn. Mills and Company—almost the smallest of. the 
clearing banks—while a further one-third of the increase occurred 
in those of the Westminster Bank. Glyn .Mills’ deposits are,, in 
fact, more than doubled, at £135 million, in contrast. with £63 
million in February. 

This odd result arises from the peculiar distribution of the 
Argentine railway monies among the clearing banks and from the 
fact that the funds paid over to the railway companies have yet 
to be distributed to their. stockholders and remain on the com- 
panies’ banking accounts until the operation can be completed. 
Not until that. happens. will the normal distribution of deposits 
among the various banks be restored. But, since it was known 
from the outset that the additional deposits would remain with 
the recipient banks for only a limited time, they could not be 
regarded as available to finance mormal banking operations. In 
consequence, partly to meet the needs of the banks concerned 
and partly to avoid an extreme glut of credit in the money market 
immediately after the disbursements were made, the authorities 
arranged for a large part of the funds to be immediately reinvested 
in a special release of tap Treasury bills. The bill portfolios of 
the clearing banks as a whole have expanded during the month 
by nearly £92 million, but an even greater increase than this is 
shown in the aggregate portfolios of the four banks primarily 
affected by the Argentine operation ; Glyn Mills and Company, 
which normally holds only a tiny proportion of its deposits in 
bills, now has a portfolio of £47.7 million, compared with a mere 
£1.6 million in the previous month. 

This operation, synchronising as it did with the repayment of 
the 3 per cent Conversion Loan on March 1st, has thus violently 
distorted the pattern of declining bank deposits which had been 
produced by the seasonal flow of revenue to the Exchequer. Net 
bank deposits fell in February by no less than £120 million, and, 
had it not been for these special influences, there is no doubt 
there would have been an appreciable further decline last month. 
It is noteworthy that the two members of the “ Big Five ” banks 
which were virtually unaffected by the Argentine operation— 
Barclays and the National Provincial—showed declines in deposits 
of £10 million and about £74 million respectively. It will be 
some time, however, before the effects of this operation can be 
reversed. Even after the monies are disbursed by the railway 
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companies. to their stockholders, there will be no. effect on the 
total of bank deposits (as distinct from their distribution as, be- 
tween the banks) until the funds, after 1¢-investment, have. ciren- 
lated round the financial. markets. in such a way as.to.enable the 
“departments” to sell gilt-edged (thus enabling them to redeem 
indebtedness to the banks) or, until the monies have been used 


te meet private outlays which would otherwise have required bank 
nance. 


* * x 


Voluntary Dividend Limitation 


Voluntary dividend limitation has now hada fair. chance 
to justify itself in the eyes of the Chancellor. On the eve of the 
Budget which not so long ago was feared by equity holders as 
likely to introduce compulsory dividend limitation, it can be 
said that industry as a whole has made an earnest response 
to the appeal of the Federation of British Industries in 
this matter, Furthermore, it has manifested a sensible appreci- 
ation of the issues involved. This was to be expected. No single 
leading British industrial company has let the side down. It 
will be seen from the accompanying representative list of assenting 
companies that many have indicated their agreement in advance of 
the usual dates of announcing their dividends in order to give the 
widest authority to the effort to keep dividend limitation on a 
voluntary basis. For it is generally recognised that once a com- 
pulsory measure found its way into the Statute Book its removal 
would be a difficult task, at least while the present administration 
is in power. But if the authorities have been expecting to see 
every public company toe the line irrespective of special circum- 
stances. and individual independence of outlook they have cer- 
tainly been mistaken. . As was pointed out in The Economist two 
weeks ago, there is a range of special circumstances which would 
reasonably exempt many companies from the obligation to restrict 
their distributions for the current year to that made in 1947. It 
is now evident that of the many companies which appear to have 
offended by increasing their total payments for the latest financial 
year, most were practically bound to do so since the damage had 
already been done in the course of the year through increased 
interim distributions. But there are a few who appear to have 
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A customer of the Three Banks Group 
has the comforting knowledge that 
however rapidly trade conditions may 
change either at home or overseas, he 
has at his disposal the combined skill 
and wide experience of a Group in 
touch with financial and business 
interests in all parts of the world, and 
the benefits of a Banking Service that 
is adaptable, individual and complete in 


every detail. 


ROYAL BANK OF SCOTLAND 
Founded 1727 Edinburgh, London & Branches 
GLYN, MILLS & CO. 

Founded 1753 London 
WILLIAMS DEACON’S BANK LTD. 
Founded 1771 Manchester, London & Branches 
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THE CHARTERED BANK OF INDIA, AUSTRALIA 
AND CHINA provides a complete banking service, 
backed by nearly a century's first-hand experience 
of Asiatic economic conditions, for every financial 
operation connected with TRADE, INVESTMENT AND 
TRAVEL IN THE EAST. The Bank’s branch system, 
under British management directed from London, serves 
INDIA * PAKISTAN - CEYLON - BURMA 
SINGAPORE AND MALAYAN UNION 
BRITISH NORTH BORNEO AND SARAWAK 
INDONESIA * FRENCH INDO-CHINA - SIAM 
THE PHILIPPINE REPUBLIC 
HONGKONG * CHINA ‘. JAPAN 
Merchants and Manufacturers planning to establish, 
renew or extend business relations with the East 
are invited to consult the Managers in London 
or Manchester. 


Head Office : 38, BISHOPSGATE, LONDON. E.C.2 


Manchester Branch - - 82, Mosley. Street, Manchester, 2 
West End (London) Branch- 28, Charles Il Street, LONDON, §.W.1 
New York Agency - - + = 65, Broadway, New York 
Associated Banking Institution in India-The Allahabad Bank Ltd, 
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taken a deliberately independent line. Obviously some boards 
of directors have been in a dilemma, 

A non-conformist attitude about voluntary dividend limitation 
may give a refreshing dispiay of independence, but it is also 
disturbing since it must be conceded -that the TUC and the 
Government between them are in the stronger position. And 
nothing would be more futile at the moment than a war to the 
knife on this issue. In many of the cases, such as Vickers, 
where companies have made some reservation in accepting the 
FBI’s proposal, it is generally the consideration of the time limit 
that seems to be worrying industry. While industry would deplore 
the enactment of compulsory dividend limitation, it is scarcely 
less perturbed by the thought of voluntarily stifling for an indefinite 
period the reward of enterprise. 

REPRESENTATIVE COMPANIES AGREEING TO DIVIDEND LIMITATION. 
United Steel Companies Vickers 
Metal Industries Imperial Smelting 
Distillers Company Westinghouse Brake and Signal 
Thomas Firth and John Brown British Aluminium 
Patons and Baldwins Stewarts and Lloyds 
Leyland Motors | Tiford 
United Molasses | James Kenyon and Son 
Textile Machinery -Manufac- Associated Portland Cement 


turers | Dorman Long 
Waterlow and Sons Yorkshire Amalgamated 
Lansil i Collieries 
British Vacuum Cleaner and Mann Crossman and Paulin. 
Engineering 
* + * 


Natural and Synthetic Rubber 


Considerable criticism has arisen in the United States about 
the inadequacy of the US Government’s rubber stockpiling pro- 
gramme. Reports from America suggest that only 22,000 tons of 
natural rubber have been acquired in the last twelve months and 
that total stocks are at present less than half the quantity at the 
time of Pearl Harbour, when the stockpile consisted of 533,000 
tons in America and a further 100,000 tons afloat. Owing to 
increased tension in world affairs, the US Government may need 
to expand its purchases during the coming months, which would 
provide welcome support for the rubber market, and over the past 
week, the London spot price has been very firm at Is. o/éd. 
a lb. But the main point of interest to rubber growers is the new 
American legislation on synthetic production. 

Last February, the Shafer Bill had an enthusiastic passage 
through the House of Representatives, but it did not become 
law. In the meantime Senator Bricker tabled a new Bill, which 
has apparently unanimous support of the American rubber- 
manufacturing industry. Last week it passed through the Senate 
without difficulry and went to conference, where it has merged 
with the Shafer Bill. Just before midnight on March 31st—the 
expiry date of existing legislative powers—a compromise bill was 
sent to the White House for signature. The new bill, like its 
predecessors, is couched in terms of national security and sets 
June 30, 1950, as the termination date of Governmental control 
on synthetic production and consumption. 

The real point of the Bricker Bill was its affirmation that private 
enterprise can run synthetic production with the minimum of 
Government regulation. The total annual capacity to be main- 
tained was, as before, 600,000 tons of general purpose rubber (GRS) 
and 65,000 tons of special purpose synthetic rubber. The Shafer 
Bill laid down a minimum quantity, of 200,000 tons of GRS ; 
under the Bricker Bill, the actual annual level would be deter- 
mined by the President. Up to 1950 the US Government would 
be empowered to regulate the consumption of GRS in “ trans- 
portation items ” only, such as tyres and inner tubes. The plants 
are to be handed over to private industry by the termination date, 
and thereafter the Government will maintain only the stand-by 
capacity. The system of pooling patents will be revoked and 
synthetic rubber will not be sold below cost. 

The new bill is apparently the Bricker version with the minimum 
consumption level of the Shafer Bill incorporated. {n addition 
a new clause stipulates that the President must present a plan to 
Congress within twelve months for the disposal of the Govern- 
ment-owned synthetic rubber plants. It reflects the changing 
attitude in America towards synthetic rubber. A little while ago 
it was confidently expected that the use of GRS would decline 
very sharply, once governmentally-enforced consumption was 
rescinded. Now it is taken for granted that even if the compul- 
sory minimum of GRS was fixed at 200,000°tons, aetual consump- 
tion in 1948 and 1949 would be much higher.» So far this year 
American consumption of general purpose synthetic rubber. is 
higher than is at present required by law. And as new types, 
such as “ ultra-para,” are developed the threat to natural rubber 
is likely to become-greater. tne arm 
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The Rubber Study Group is due to meet in’ Washington 


towards the end of April. By then, the new American policy on 
synthetic rubber will be known and it should be possible to 
assess its effects. Fears of a surplus of rubber may lift if the 
US Government continues its stockpiling purchases, but the 
demand for natural rubber by American rubber manufacturers is 
unlikely to expand to the extent originally anticipated. If, how- 
ever, the price of natural rubber remains high, there will a greater 
incentive to use synthetic substitutes ; if it falls, the American 
authorities are likely to take the opportunity to accumulate stocks, 
These two opposing forces at least suggest the possibility of 
stability in the rubber market in the next few months. 


* * * 


Anglo-American Cotton Talks 


No clearer sign of the approaching end of the seller’s market 
for cotton textiles is needed than the arrival in Manchester of an 
American mission. Ten representatives of the US cotton textile 
industry, after informal preliminary talks at Buxton, will begin 
full and open conferences in Manchester next Monday. These 
discussions find the Lancashire industry afflicted by chronic 
under-production and the American in fear of a slump through 
over-production. The two have, however, one problem in com- 
mon: prices. Both industries are meeting price resistance—the 
British in the export market and the American at home. And it 
is doubtful whether either industry can do much. to cut its 
costs at the expense of labour. 

Of more practical concern to both sides is the continuing rise 
in the price of raw material. With the prices of US cotton now 
400 per cent above the prewar level, and those of other producing 
countries substantially inflated also, rayon seems more and more 
likely to become permanently established as the lower-cost fibre, 
One item prominent on the agenda for the Anglo-American 
talks is the degree of competition likely to be encountered from 
synthetic fibres in general, and from rayon in particular, The 
percentage of rayon in the world consumption of textile fibres 
continues to grow. Statistics for the United States show that 
in 1937 12 lb, of raw cotton were consumed to every 1 jb. of 
rayon ; by 1947, the cotton figure had fallen to 4.8 Ib. 

It has been seriously suggested that research on cotton genetics 
should aim at the development of “rayon-type” cottons which 
‘vould be capable of winning back the ground lost to rayon in 
recent years. More ummediate interest is focused upon the pro- 
spects of achieving lower raw material costs for cotton textiles 
through mechanised cultivation and picking, which some experts 
believe can dco a great deal. British cotton textile producers 
will be interested to learn how soon mechanised techniques may 
be expected to reflect themselves in the mill margin. There should 
still be ample scope for the further expansion of rayon with the 
maintenance of cotton textile output, provided that the necessary 
markets are found. 


* x * 


Competition from the East 


Markets are the vital issue for discussion. The cotton textile 
products of the United Kingdom and the United States are not 
directly competitive. America, using the automatic loom and long 
runs, concentrates on bulk lines both for home consumption and 
export. Lancashire tends to concentrate on specialities. Only 





Commercial History and Review 
of 1947 


This weck’s issue of the Records and Statistics Supplement 
to The Economist includes the third part of the Commercial 
History and Review for 1947—the 85th of the series which 
began in 1863. 

Part IIL of the Commercial History contains overseas 
reviews of economic developments in all important overseas 
countries. Production, finance and forei trade in these 
countries are surveyed in detail. Part III of the Commer- 
cial “org completes the story for 1947 ; earlier parts deal- 
ing with British financial and industrial developments were 
published on February 7th and March 7th. 

The Records and Statistics supplement is obtainable by 
subscription only, at 30s. per annum; a combined sub- 
scription to The ist and Records and Statistics costs 
£4 per annum, 
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about 6 or 7 per cent of American cottons are woven from yarns 
of 41s and finer ; British cottons which promise to be the best 
hard currency earners are those woyen from yarns in the 80-120s 
category. Since the end of the war there has been a clash of 
products in ‘such markets as Canada and Argentina. But this 
kind of competition is of little moment compared with what is in 
prospect ftom the East. In Britain and America equally, con- 
cern is felt about ‘the potential strength of low-cost production 
competition from Japan, India, and’ even’ China, in all world 
markets. 

In Australia, New Zéaland, East and West Africa, the new 
Indian textile export industry has largely taken the place formerly 
held by Japan. Now the Japanese industry is reviving ; in 1947, 
according to one estimate, it produced 662 million square yards 
of cotton and rayon cloth, compared with Lancashire’s piece- 
goods output of only 642.8 million square yards. This was at a 
time when Japanese weavers were said to be operating “ only 20 
looms instead of 40 as normally,” and when “only 60 per cent of 
mills were on double shift.” Planned output in Japan this year 
is reported to be 955.1 million square yards. For Lancashire a full 
revival of the Japanese cotton industry means still fiercer competi- 
tion for the markets of Asia, Africa and Oceania, and it threatens 
the hope of selling more British exports to the West. 

The US Office of International Trade is expecting a decline 
in textile exports from $2.1 billion in 1947 to $1.5 billion in 1948 ; 
relief shipments have fallen away and the European industries 
have recovered. But if this is to be followed by a return of 
Japanese competition in the home market, American mill-men 
will have plenty to worry about. They have not forgotten the 
effect upon their prosperity of the large-scale imports of cotton 
goods from Japan in the middle thirties. Under the programme 
for economic recovery, Japan is to be encouraged to export 
textiles to pay for imports of food and raw materials. With so 
many markets closed or restricted, the United States is the obvious 
target for the export drives of the East as well as of the West. 

Both in Britain and America, demands have been raised for 
the limitation of Japanese output. But would this help? India 
has changed from net importer to net exporter of cotton textiles ; 
China looks to textiles as a means of earning vital foreign ex- 
change ; with countries such as Brazil and Mexico in the market 
as vendors, the way for industries with high production costs is 
still likely to grow harder. 


If the Anglo-American discussions — 
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are unable to find means of lowering prices, they may be of little 
more than academic interest, “Hi 


* * * 


Payments to Canada 


Within a few days official details will be given of the new 
payments arrangements that have. supplanted the short-term 
Anglo-Canadian financial agreement covering the first. quarter of 
1948. Under that agreement, the estimated $145 million due) to 
Canada by Britain on net current account during the three months 
was to be met as to $100 million in US dollars and as to the balance 
of $45 million by drawings on the Canadian credit. These arrange- 
ments were obviously in anticipation of the coming into opera- 
tion of Marshall Aid. Without Marshall Aid the lines of this 
agreement could not be extended and given more permanent 
character. As it stood, the arrangement was thoroughly unsatis- 
factory to both parties. For. Britain it represented an altogether 
excessive encroachment into the fast ebbing gold and US dollar 
reserves. For Canada it was equally burdensome, since it in- 
volved a perpetuation of the distortion in the Canadian balance 
of payments, namely, the maintenance of a non-convertible sur- 
plus with sterling countries and of a deficit with the United States, 

The hope that Marshall Aid would come to the rescue of this 
situation by the end of March have been disappointed. If 
Marshall Aid were not forthcoming the only solution of the 
Anglo-Canadian payments problem would be a drastic contrac- 
tion of British imports from Canada and the establishment of 
approximate equilibrium in current payments between Canada 
and the sterling area. This drastic; painful. and mnitually 
damaging solution will, it is hoped, be avoided. Marshall, dollars 
made available for “offshore” purchases by Britain in Canada 
will go far to provide an immediate way out of the impasse into 
which Anglo-Canadian payments arrangements have. drifted. 
Until these dollars become available, the British deficit to Canada 
will have to be covered by interim and short-term devices, This 
will probably be the character of the arrangements to. be 
announced soon. There is still $200-220 million unspent in the 
Canadian loan, and Britain’s readiness to pay US. dollars to 
Canada may be increased by the now reasonably firm prospect 
that Marshall Aid will come to the rescue of the gold reserve later 
in the year. 





The man in the Singer 


ts the man in 
the know 


THE SUPER TEN SALOON 





There are three Singers—the Nine, 
the Ten and the Twelve. Each, as 


the car-wise have known for some 5 M 
time, i than commonly well 
we wohaabed  @INGER EEOTORS 


SINGER MOTORS LTO-BIRMINGHAM & COVENTRY 
a a Ee EE DLE EE OD 





As Supplied to H.M. Forces 


With watch imports severely restricted the release of Government 
stocks of men’s high-grade Swiss watches provides an excellent 
opportunity. 15-jewel movements. Steel cases—waterproof, shock- 
absorbing and non-magnetic, 


ALL WEW AND FULLY GUARANTEED 
£12 "0", £9.19.6 


conrsacer £11.10) reuania.. £10.10 
re £18 


Limited number only £20 


LONGINES... 
IMMEDIATE DELIVERY « SENT POST FREE +» ORDER BY POST 


WARING&GILLOW 


LIMITED. 


OXFORD STREET, LONDON, W.l. 


TIMOR, EBEL & 
LEONIDAS ... ... 























560 


Anglo-French Trade 


The Anglo-French Economic Committee, which keeps under 
constant review the economic problems of common interest to 
the two countries, has recently had to contend with a particularly 
intractable set of problems. The chronic shortage of dollars 
suffered by France more than perhaps by any other country in 
Europe, has led that country to switch imports from dollar to 
sterling sources. ‘The result has been an almost sensational 
deterioration in the balance of current payments between the 
French and sterling monetary areas. The deficit is now running 
at the rate of about £70 million a year and has brought the sterling 
assets of the French Government within sight of exhaustion. Con- 
trary to views widely prevalent in Britain, it is now evident that this 
exhaustion of reserves includes the resources accumulated here on 
French account as a result of the vesting and sale of sterling 
securities previously held by French nationals. The official 
French balances, including those derived from capital trans- 
actions, amounted to about £50 million at the end of 1947. At 
their recent rate of exhaustion they will have disappeared by the 
end of June. Allowing for forward commitments they are 
exhausted already. 

The immediate task of the Anglo-French Economic Com- 
mittee, in its recent meeting in Paris, was to plan a better balance 
between the two sides of this account. The main emphasis was 
properly put on the increase of French exports to the sterling 
area. Proposals have been made for larger French exports of 
textiles, chemicals, fruits, steel and films to Britain. Tourist 
expenditure should help to restore the balance. A small increase in 
the export of French luxury goods is also being considered. The 
expansion of French exports to the sterling markets may perhaps 
be encouraged by the French Government’s plan to bring down 
prices by an average of 10 per cent as from Thursday of this week. 
The plan is ominously reminiscent of the ill-fated Expérience 
Blum of a year ago, and before passing judgment on it, it would 
be well to enquire what has happened to the budget deficit, 
including the deficits of the nationalised sector of French industry, 
the root cause of French inflation. 

The free exchange market in Paris has been widened recently 
and now quotes Swiss francs and Italian lire in addition to US 
dollars and escudos. The rates in this free market have been 
exceptionally stable, The selling comes largely from tourists and 
other foreigners who have remittances to make to France. The 
proceeds of genuine exports from France are slow to make their 
way to the market. Most of the buying appears to be on official 
account, as few licences to import goods that must be paid for in 
exchange bought on the free market are being issued. Evidence 
accumulates that some use is being made of the differential rates 
created by the free and official markets in Paris in order to shunt 
commodities such as rubber from sterling and guilder to dollar 
countries. These operations cause a loss of exchange to the 
countries from which France is buying but do not yield the 
French Government the resultant profits. For the most part 
these are being effectively “salted away” in hard currencies by 
the “ shunters.” 


* * * 


Merchant Fleets of the World 


Lloyd’s Register of Shipping has resumed publication, for 
the first time since 1939, of the statistical appendix to the Register 
Book. This contains much useful information, including a 
statistical analysis of merchant fleets of all nationalities arranged 
in various categories of type, size, age, flags, and methods of 
propulsion. Great changes have taken place as a résult of the 
Second World War. In assessing them, however, certain reser- 
vations must be made about the statistical value of the figures 
now published. They are based, for example, on the entries in 
the Register Book as at the ead of June, 1947, and later changes 
(such as the creation of Pakistan) are not taken into account. 
The world total is shown to have increased by 21.9 per cent 
from 68,509,432 tons gross in 1939 to 83,513,772 tons in 1947, 
but this total still includes over 4 million tons gross of Japanese 
shipping which is now known to have been sunk. Tonnage 
registered in Great Britain and Northern Ireland is shown to 
have fallen in the same peziod by only 0.2 per cent, but the 
1947 total of 17,847,897 tons gross includes no less than 1,063,176 
tons on bareboat charter from the United States and 664,497 
tons gross from Ganada—the majority of which either. has. been, 
or soon will be, returned to those flags. It must be remembered 
too that ships. still under construction are often recorded by 


_ Lioyd’s Register some months before they actually come into 


service. 
United States seagoing tonnage shows an increase of a$ much 
as 238.6 per cent, having risen from 8,909,892 toms to 30,165,909 
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tons, excluding ships chartered to Britain but including ships. 
iaid up in the reserve fleet. The huge emergency building pro. 
gramme in North America is further reflected in the age and 
size composition of the world fleets, of which nearly 43 per cent 
comes within the wartime standard size group of 6,000 to 8,009. 
tons gross. Of the tonnage owned in Great Britain only 368 
per cent is less than five years old, compared with 78.4 per cent 
for Canada and 73.7 per cent for the United States. The follow- 
ing table shows the-position of the principal merchant fleets of 
the world as recorded in Lloyd’s Register at the end of June, 
i947, showing tankers of 1,000 tons gross and over, ocean-going 
and efficient general cargo and passenger ships, and the total 
tonnage : — 
‘000 Tons Gross 





| Dry-Cargo 
Flag Tankers | and Total ¥ 

© } 
soci ciel adit: Bk he ig EB oo 5 lh i 
UME SOM BSNL ES Ca | 9,539,825 | 20,084,226 | 32,423,196 | 38-89 
Gob Mattalth sod dn do dncey L xa | 3,025,658 | 10,407,254 | 17,347,897 | 27-37 
waa... | $09,912 | 1308312 | 2,436,385 2-99 
Reale eK 2. RO a a OR | = 960,385 | 1,212,673 | 2,314,898 9-77 
NCOs cuhud sires .abixeank? | 1,648,667 | 1,077,625 | 3,760,941 4-50 
NE cnet anes b.sdatenh < cainc> «ih a 157,809 852,423 |. 1,869,766 2-24 
Geena RT. ORE RE Bebe 601,470 | 1027/10] 1-33 
Sambi sas wah bacats ea sai ae | 306,076 557,043 | 1,828,516 2-19 
DO ceca ee Meek nae 235,374 557,020 | 1,300,987 1-56 
Rings. 1. iris Ak. tbo | 193,466 495,625 | 2.156.987 9-58 
ee ee eee } 616,405 | 451,685 | 1,702,260 2-4 
RD ot, pi ae 88,543 369,842 | 1,024,292 | 1:23 
Set f. sok. Aceh ee 126.686 144,101 | 1,130.004 1:35 
Other countries .......s5...-.s00- 1,197,662 3,218,373 12,690,542 | 15-20 


World Total... 2.0: rae as 15,717,923 | 41,337,672 | 83,513,772 | 100 


Ships totalling over 20 million tons are now fitted with steam 
turbine machinery or a combination of turbines and reciprocating 
engines, compared with 12,600,000 tons in 1939, while th: tonnage 
of motor ships has increased only to 17,100,000 tors from about 
16,900,000 toms gross. The increase in the use of oil fuel is 
notable. The proportion of coal-burning ships decreased between 
1939 and 1947 from 44.67 to 26.20 per cent of the total gross 
tonnage, oil-burning steamships increased from 29.63 to 52.52 
per cent, and motorships decreased from 24.36 to 20.28 per cent 
of the total. Exceptional changes in the distribution and alloca- 
tion of merchant ships, such as always occur after a prolonged 
war, are still continuing, and it is hoped that figures based on the 
next edition of Lloyd's Register wiil furnish a more accurate 
record of the situation, But the figures now published can. be 
regarded as marking an intermediate stage in the transition from 
war to peace conditions. 


* * * 


Study in Gilt-edged 


A week or two ago the ex-Chancellor suggested that in time 
to come a grateful City of London would erect a monument to 
him, His wish has been served more quickly, and in a rather 
different way than he seemed to be expecting, by a leading firm 
of brokers specialising in gilt-edged stocks, who have now issued 
a first supplement to their authoritative study of British Govern- 
ment Securities in the Twentieth Ceniury which appeared in 
January, 1946. The quality of that admirable piece of research 
and compendium of fact has in the past two years been appreciated 
by a far larger public than the compilers modestly expected when 
they prepared i. It is, therefore, entirely fitting that the first 
supplement to the work should be prefaced by an illuminating 
discussion of the changing moods of the gilt-edged market since 
the beginning of 1946 to the first nationalisation issue of British 
Transport Stock. 

If the supplement is a monument to Mr Dalton’s efforts to 
bend the market to his will, it is also an epitaph on the failure 
of his ultra-cheap money policy. The year 1946 was conditioned 
by the conversion of local loans—the apotheosis of the cheap 
money phase in which the ex-Chancellor, as history now shows, 
over-reached himself. Lest year, in turn, was conditioned largely 
by the prospective terms of issue of British Transport Stock—by 
the receding chances of the 2} per cent issue on which Mr Dalton 
had pinned his hopes and framed his estimates, and by the tendef 
condition of gilt-edged stocks through “ back-door” competition 
from railway stocks many weeks before vesting day. ° 3 

The issue of Transport Stock is discussed and documented 1 
great detail if the supplement. There is a restrained comment on 
the part which the firmness of 3 per cent Savings Bonds 1965-75 
and 3 per cent Redemption Stock played in the Treasury’s choice 
of terms for Transport Stock. And the whole operation is sume 
matised in three sevealing charts which provide a comparison of 
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the trend of discounts.on railway stocks agains: the movement 
of three gilt-edged stocks ; the tight fit of the new stock in the 
yield structure, on, January Ist, compared with Savings 3’s ; and 
the course of the net price of Transport Stock during the first 
month’s dealings (never better than 984) against Savings 3’s. 

The supplement appeared on the very day that the terms of 
British Electricity Stock were fixed, and at a moment when 

“investors, slightly more erabarrassed than usual by the. almost 
simultaneous repayment of 3 per cent Conversion Loan and of the 
proceeds of sale of the Argentine railways, the imminence of 
electricity nationalisation and the prospective piecemeal repatria- 
tion of other overseas investments, must still concern themsefves 
with their own domestic problems,” The supplement offers no 
answers to these problems, But it puts some searching questions 
about them: 


Tn our closed economy, is the weight of investmen: money always 
to be the decisive factor, and is sentiment never again to be more 
than a passing influence? Has the 3 per cent rate to which 
(investors) became inured during the war years, come to stay ? 
Will the dearth and unattractiveness of alternative investments again 
join with an abundance of departmental funds in driving down the 
yield on Government stock, or will the classic remedy of higher 
interest rates yet be applied to the inflationary disease ? 


These questions indeed have a “ strange unreality” in the present 
critical situation of the country. But they are crucial to the 
assessment of gilt-edged prospects. And the importance of right 
decisions can be measured from the fact, disclosed in the supple- 
ment, that the volume of gilt-edged business ranges from £5 to 
£10 million on a quiet day to between £25 and £50 million 
under active conditions, and greatly in excess of £50 million in 
times of exceptional activity. 


* * * 


Deterioration in the Terms of Trade 


The hope tha: in 1948 the terms of trade might start to move 
in Britain’s favour has been killed by the January and February 
figures: import prices have risen by 43 per cent since the end of 
the year, while export prices have remained virtually unchanged. 
And the general cost of imports is likely to increase still further 
despite Mr Strachey’s expression of hope in the House three 
weeks ago that “ we have reached the worst point, the nadir of the 
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tendency of the terms of trade .. . and there is a chance that 
the terms of trade may cease moving in the wrong: direction.” 
This is at best an outside chance over the next few months. 
The prices of most foodstuffs and a large part of the raw materials 
for Britain have been fixed for 1948 under. contracts already made 
and at a higher level than last year. Any improvement in the 
terms of trade must therefore come from higher export value, but 
exports of those goods which still command a sellers’ market— 
capital equipment, iron and steel, coal, certain chemicals—are 
unfortunately limited by production difficulties. 


IMPORT AND Export Prices 
































(Board of Trade Indices : 1938= 100) 
Ph | ts | ocx | Nov. 4 tee Jan. | Feb. 
be 1947 | 1947 1947 | 1947 epee 1947 tet 943 | 1948 
Imports 
Food, drink & tobacco 225 245 243 243 244 243 249 254 
Raw materials ....... | 242 285 283 291 300 304 31S 317 
Manufactures ........ 210 | 249 | 252 258 | 263 
BOUR Nanadieneed 226 257 256 
U.K. Exports 
Food, drink & tobacco 212 223 
Raw materials ....... | 218 -| 22h | 227 
Manufactures ........ 215 | 238 j 240 
etal goods’ ....... 1 216 | 218 
Tenet: Asis 287 312 | #314 
Other manufactures 206 232 | 23% 
237. | 239 





Over the whole of 1947 import prices rose by 18 per cent com- 
pared with a 15 per cent increase in export values. Raw materials 
accounted for the biggest rise, and by February had increased by 
a further 4 per cent to a level 31 per cent higher than in February, 
1947. Food, drink and tobacco prices, which also continued to 
rise during the first two months of the current year, were 13 per 
cent higher than a year ago and manufactures were 28 per cent 
higher. 

Export prices of food again declined during February, but prices 
of manufactures more than made good their fall in January. 
Textile prices, which rose significantly throughout 1947, remained 
unaltered, but the export values of metal goods and other 
manufactures again advanced. Compared with a year ago, food 
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exports were 4 per cent dearer and manufactures 1§ per cent 
dearer, Raw material prices showed another sharp increase during 
February and were 34 per cent higher than in February, 1947. 
Most of this rise, however, was experienced in the last three 
months, when coal exports were resumed. Nevertheless the 
flattening curve of export prices in general, particularly in recent 
months, does not suggest that any relief in the terms of. trade 
can be expected from this source. 


* 


Record TDR Issue 


In recent months the customary official technique of 
equalising the supply of credit in the money market has been 
working rather less smoothly than usual—with the notable ex- 
ception of the special operations associated with the disburse- 
ment early last month of the Argentine rail purchase monies (to 
which reference is made in an earlier Note this week). The 
authorities have, however, the excuse that the peculiar difficulties 
of ensuring an even circulation of funds during the main tax- 
gathering season have this year been aggravated by the excep- 
tional size of the revenue inflow. During the period of maximum 
tax collections, the discount market was repeatedly complaining 
of chronic stringency, and some members of the market were 
contending that these pressures could have been mitigated, if 
not avoided, by a better technique of credit management. It is, 
of course, easy to exaggerate the importance of these technical 
stringencies now that the discount houses have such ready and 
(to them) costless facilities for obtaining relief almost automatic- 
ally, By. reselling short bills to the. authorities themselves. 
a the position swung to the other extreme. . For some ten 

ys before the Easter holiday the money market. experienced 
a quite abnormal glut of credit, Apparently, the monetary 
authorities had under-¢stimated the extent to which the spending 
departments of the Government would be clearing up their 
payments before the end of the financial year. Despite the pre- 
sumption that these operations would involve a substantial net 
disbursement by the Treasury, the borrowings on floating debt 
in the pre-holiday weck. were only just sufficient to balance the 
week’s maturities, 

Last week, it seems, the authorities were determined to avoid 
any repetition of this miscalculation, Rather to the surprise of 
the money market, the week’s issue of Treasury deposit receipts 
was raiséd to the record level of £200 million, compared with 
nominal maturities of-only {150 million. On the other hand, 
non-market applications for the week’s issue of Treasury bills 
expanded very sharply, and the discount market in consequence 
secured a somewhat lower proportion of the £170 million of bills 
on offer. This at first glance suggested that the effects of the 
larger issue of TDs were being partially offset by. bigger official 
tenders for the week’s bill issue. In fact, however, the autho- 
rities had apparently already acquired a considerable proportion 
of the maturing bills, so that the net demands on the market 
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during the week were larger than the results of the render ‘alone! 
would suggest. . i ee SSSA 

poe 


Drafts on Dollar Reserves _ 


The drain on reserves of gold and dollars declined slightly 
but only slightly—last month. Gross sales of gold amounted to 
£6,000,000, £15 million was purchased in dollars from the Inter.’ 
national Monetary Fund, and the final draft of £25 million wag! 
made on the US credit. The total drain was therefore [46° 
million, compared with £52 million in February. The further 
purchase of dollars from the IMF raised to ‘$300 million 
the British Government’s drawings on its IMF quota since 
these began in September, 1947. Britain has now begun to use 
facilities from the Fund on which it has to pay imterest. The 
first $217 million which Britain purchased, being the amount 
equal to Britain’s gold contribution, attracted no charge other 
than a once-for-all service fee of } per cent. Purchases beyond 
this figure are interest-free for the first three months, but amounts 
outstanding thereafter bear interest at } per cent for the ensuing 
nine months, the rate then rising by annual steps of 4. per cent 
until it reaches.4 per cent. The $217, million limit was passed 
last November, when $60 million was purchased by Britain, and 
interest on the excess is now beginning to accumulate. 

The International Monetary Fund has reported the following 
details of its transactions up to the end of February, i.¢., for the 
twelve months since it commenced operations : — 
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Shorter Note 


Coal for export may now be quoted on a c.i.f, basis, provided 
that the National Coal Board is consulted about the rate of 
freight. Hitherto, the Board has been quoting only f.o:b prices, 
and some foreign buyers, to save sterling, were beginning to 
charter their own ships to pick up coal in British ports. British 
shipowners, remembering the extent to which their pre-eminence 
was built up on the outward coal carrying trade, had begun to 
feel that the practice was threatening their earnings. Ship- 
broking and insurance, which provided a valuable contribution 
to Britain’s. pre-war invisible income, should also benefit from 
the decision. 





SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement, 
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COMPAN Y MEE TINGS Agr 
THE MERCANTILE: BANK OF 
INDIA, LIMITED 


DIVIDEND RAISED TO 10 PER CENT. 
SIR CHARLES INNES’S STATEMENT 


The fifty-fifth annual general meeting of 
The Mercantile Bank of India, Limited, will 
be held in London on the 20th ‘instant. 


The following is an extract from the state- 
ment by the chairman, Sir Charles A. Innes, 
K.C_S.I., C.LE., circulated with the accounts 
for the year 1947:— 


The balance shece total now exceeds £45 
million, an increase of a million on last year’s 
figure. On the liabilities side there has been 
a gain of a million in the deposit head. 
Among the assets there is a considerable 
increase in loans advances and other accounts. 
This heading now includes the sundry 
accounts which formerly were shown 
separately, but even if we exclude these 
sundry. accounts, there is a satisfactory 
increase of more than £3 million in our loans 
and advances. A larger share of our resources 
is now being devoted to the finance of trade 
and commerce, and there is some decrease in 
our cash and investments. 


Our profit is well maintained at £183,151, 
and we are glad te have been able to raise 
the dividend for the year to 10 per cent. This 
result has been achieved in spite of much 
heavier taxation and a considerable increase 
in our Charges account. Increased salaries are 
the chief cause of the cise in our expenditure. 
They have been necessitated by the rising 
cost of living in every country where the bank 
operates. We are maintaining the allocation 
to premises account at £50,000. As I told you 
last year, we are rebuilding our bank st 
Bombay, and the extreme shortage of houses 
in the Eayt has compelled us to make pur- 


i of house property for the use of our 
staff. 


POLITICAL ACTIVITY 

There are certain general characteristics of 
the year on which perhaps I can usefully 
comment. It has beer a year marked by 
political activity and constitutional change. 
India has been divided into India and 
Pakistan, and for the time being both 
countries have become _ self-governing 
Dominions. Ceylon has also attained 
Dominion status, while Burma has gone a 
step further and has. become independent. 
The Malayan Union has ceased to exist and 
a Federation of Malaya has come into being. 
Mauritius has been given a new constitution, 
while in November last a revolution in Siam 
brought a new Government into power. The 
inflauenary trend still persists everywhere, 
and in some countries there is an actual short- 
weet food. The cost of living remains very 

} 

Taxation has been increased everywhere 
and js now a serious burder on industry. 
Malaya has now imposed an income tax and 
taxation has been stepped up both in India 
and Ceylon. Moreover, partly owing io 
diminished supplies of rice from Burma, both 
India and Ceylon have been compelled to 
import foodstuffs from other countries at 
great cost, with the result that the balance of 
trade has turned heavily against them, and 
they have had to raise the import duties on 
some classes of goods and also to reintroduce 
import controls. All these factors are un- 
favourable to trade and therefore to Exchange 
banking. Nevertheless, trade has been active 
and as the accounts show, the business of the 
bank has continued to expand. 


PARTITION OF INDIA 
The partition of India took place on August 


15th and you all know the tragic happenings 
which followed. Tt was only to be expected 


that partition should cause many difficulties, _ 
but dificulticn have been enormously in- — 
creased ‘by thése tragic events and by the 
bitterness which they have engendered., The 
immediate danger lies in Kashmir, and one 
can only hope that an amicable solution can 
be found to a very intractable problem, On 
the other hand there are’ some signs of an 
easing of the tension, and the friendly finan- 

| settlement between the two Dominions 
which the Indian Finance Minister was able 
to announce in his recent budget specch is 
a hopeful augury. Also one hears on all sides 
that there is a new and dynamic spirit abroad 
in both countries. However this may be, it 
4s Certain that for seme years both will require 
friendly support and encouragement from 
abroad, and it may be hoped that both will 
look for that support to this country and that 
it will be freely given. 


ECONOMIC PROBLEMS} 


The economic problems set up by partition 
and by the transfer «f power to the two new 
Dominions are of course very serious. Some 
of them are of a temporary nature, others are 
more fundamental. Among the former may 
be mentioned first the enormous problem 
which faces both Governments of absorbing 
into useful employment the millions of 
Hindus who mugrated from Pakistan into 
India and of Muslims who migrated from 
India into Pakistan. It is unfortunate, 100, 
that just at this time the administration in 
both countries should have been weakened by 
the loss of so many trained officials who 
retired in August last. 


I do not propose te indulge in any specula- 
tion about future prospects. So far this year 
the level of business activity has been well 
maintained, but there are many elements of 
uncertainty in the future and I am quite 
sure that for some time to come our policy 
must be to strengthen the position of the 
bank so that it may be able te meet any 
contingency. 


NATIONAL PROVIDENT 
INSTITUTION 


STRONG FINANCIAL POSITION 


The annual general meeting of the National 
Provident Insutution for Muaual Life Assur- 
ance will be held at 48, Gracechurch Street, 
London, E.C., on th. 6th instant. 


The following extracts are from the address 
which will be submitted by the chairman, 
Mr Vincent W. Yorke: — 


Members will have gathered from the 
report and accounts that we have had a tusy 
year. Not only has our new business risen 
to a fresh record figure, but we have also 
been active in the investment of the Institu- 
tion’s fund. 


Investment conditions during the year 1947 
were much disturbed as the late Chancellor’s 
drive for still lower interest rates met a 
number of contravy influences These condi- 
tions produced wide fluctuations in the prices 
of sécurities, and it was only during the las: 
few weeks of the year that the gilt-edged 
market was for the first time in many months 
allowed to find its own level. 


EFFECTS OF NATIONALISATION 


The investment policy adopted by your 
directors followed the general lines outlined 
to you in my address last year, namely a 
reduction of the gilt-edged holdings by a 
figure roughly commensurate with the new 
holdings of British Transport stock receivable 
at the end of the ~car, and an increave in our 
holdings of preference and ordinary shares. 

The funds, both life assurance and annuity 
and capital redemption, have shown « healthy 
advance, which is to be expected im a period 
when new busines; is increasing steadily each 
year. 


a 
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assurances reached a fresh high level of over 
£3,250,000; ‘a figure to which we hardly 
a in prewar days. 


itis more woriy. recognised that larger 
life cover is urgently necessary to meet the 
higher cost of living generally. The answer 
to this blem is often te be found in some 
form assurance which sets out to provide 
in the form of regular periodical 
payments rather than a lump sum. Such 
forms of assurance (of which the Institution 
offers several) deserve a special consideration. 
The expenses, including commission, on 
the _ life assurance Eusiness for 1947 related 
to the premium income, represented a ratio 
of £16 12s. 9d per cent. against £16 2s. 2d. 
per cent. in 1946. This increase arose from 
expenses associated closely with new business 
and your directors are satisfied that baving 
regard to rising costs, they can properly claim 
that your affairs are economically conducted. 
The mortality actually experienced was 
appreciably lower than that allowed for in 
the modern tables that we use. 


EXCELLENT INTEREST YIELD 


There has been. a satisfactory increase in 
the rate of imterest earned on our funds, from 
£5 Os, lid. per cent. to £5 4s. 9d. per cent. 
in the gross rate, and from £3 14s. 8d. per 
cent, to £3 19s. 9d. per cent. in the net rate 
of interest after deduction of tax. 


_ As to the incsease in the gross rate of 
interest, this atises mainly from the invest- 
ment policy to which I made special reference 
last year, namely an increase in our holdings 
of ordinary hares. 


_ The year 1947 was one of disturbed condi- 
tions, and the general trend of Stock Ex- 
change prices was downward. In these cir- 
cumstances you will be glad to learn that on 
December 31st last the margin between the 
market value and the balance-sheet value of 
our assets was substantial, and that our finan- 
cial position remains strong. 


_Tt may well be that conditions in 1948 will 
give us cause for congratulation that we have 
such a substantial cushion against possible 
depreciation, but you will realise that too 
much importance should not be placed on 
the value of the assets at any given date, as 
a life office matches long-term contracts with 
a long-term investment policy. 


At the end of 1948 we shall be making our 
triennial valuation. In view of the uncer- 
tainties that lie ahead you will not expect me 
to forecast the results, but we can look back 
now on two quite good years, and I hepe 
that our bonus distribution will be a satis- 
factory one to all our members who are 
entitled to participate. 

Our solicitor, Mr Guy R. Morriss, of the 
firm of Druces and Attlee, after a long and 
active life in the City of London, has decided 
to retire from practice, and has accordingly 
advised us of his desire to resign his post as 
the Institution’s solicitor at the end of 1948. 
I would like to take this opportunity of 
recording our thanks to him. To succeed 
him at the beginning of next year we have 
appointed Mr Alan Melville, a partner in the 
firm of Druces and Attlee. 


As I remarked earlier, this has been another 
busy year for us all and I would express the 
thanks of the board to the staff as a whole. 
I will close my remarks with a. message. to 
our m and agents. You will know that 
recent Government announcements and White 
Papers have warned the country of the infla- 
tionary results of the shortage of consumer 
goods in relation to, the, supply of money 
available amongst the community as a whole. 
We are urged to save rather tham to try to 
buy goods, and life assurance is the best 
possible medium» both for fulfilling our 
national duty, and for carrymg out our per- 
sonal duty towards our dependents 





THE CLYDE VALLEY ELECTRICAL 
POWER COMPANY 


PASSING OF A GREAT UNDERTAKING 


The annual general meeting of this com- 
pany was held in Glasgow on Tuesday, 
the 30th ultimo, Mr Robert Robertson, 
LL.D., the chairman, presiding. 

Moving adoption of the report and 
anes for the past year, the chairman 
said :— 

This is the last occasion on which the 
directors of the company will submit to 
you the annual accounts for, as you know, 
tomorrow is the last day of the existence of 
the company. I am sure many besides the 
stockholders will view its passing with regret. 
The name “Clyde Valley” is a household 
word in South West Scotland and is invari- 
ably associated with electricity supply and 
service. It is with very great personal regret 
that I view the passing of this great under- 
taking because I am proud to say that I have 
been associated with it since its inception. 
Early legislation regulating electrical develop- 
ment entrusted such development in the 
main to local authorities and placed com- 
pany undertakings under severe handicaps 
but it became apparent that that policy was 
unsound and that development was lagging 
behind compared with other countries. A 
committee was set up by Parliament to in- 
vestigate this slow development which led 
to the introduction of legislation to: enable 
the participation on a large scale by private 
enterprise. The passing of the Electricity 
Act of 1899 made the establishment of 
power companies possible and in association 
with my late partner, Mr John Strain, and 
the late Dr James Mackenzie, for many years 
a director of the company, we inaugurated 
and carried through the promotion of the 
Clyde Valley Bill of 1900 which passed into 
law in 1901. The construction of Mother- 
we'l and Yoker power stations commenced 
immediately thereafter and in 1905 we began 
to afford supply. I still recollect when the 
first consumer was connected. 


PIONEER OF WATER POWER ENERGY 


The company made steady and continuous 
progress, and today is affording supply over 
an area of almost 1,300 square miles to 
208,000 consumers with a connected load of 
780,000 KW. Throughout the whole area 
premises connected constitute 91 per cent. of 
the total premises in the area. 

Qur. associate, the Lanarkshire Hydro- 
Electric Power Company, was the first com- 
pany in Scotland to produce electrical energy 
by water power for public supply. 

We still apply the same tariffs throughout 
the area irrespective of the distance of the 
consumers from the generating stations and 
the average price. which we receive is still 
well below ome penny per unit. notwith- 
standing the enormous increase in the cost 
of coal over the last years. 

It will be of interest to the stockholders 
to note that during the existence of the 
company for every pound paid to the 
ordinary stockholder by way of dividend we 
ploughed back into the business by way of 
profit two pounds ten shillings. € actual 
figures were £2,988,000 representing the 
ordinary nett dividend as against £7,650,000 
ploughed back. 

In 1947 dividends and interest represented 
only 2.7 cent. gross on the capital expen- 
diture our undertaking, illustrating the 
very cheap terms on which our company is 
financed. 


SHORTAGE OF MATERIALS 


Turning to the work of the company 
during the past year operations have been 
very severely handicapped. The continued 
shortage of material has postponed many 
schemes of development and where in normal 
sircumstances connections to new consumers 


or further connections to existing consumers 
could be afforded in a few weeks’ time a 
delay of two years is not now uncommon. 

On the generating side the shortage of 
generating plant (which is not a responsibility 
of your company) has caused considerable 
dislocation through load shedding and load 
Staggering. It is obvious that these diffi- 
culties will continue for some years. I am 
glad to say that during the winter, as in 
previous winters, the plant at our stations 
continued to operate without interruption. 
This is a remarkable record and reflects great 
credit on the staff concerned especially as 
some of the plant is now of considerable age. 


TEST OF NATIONALISATION 


The test of nationalisation is now to be 
applied and I do nor wish to say anything 
further on that matter but I do regret to 
notice a disposition on the part of the 
Minister concerned to evade questions on the 
operation of industries which have already 
been the subject of nationalisation. I think 
it right to point out that at all times con- 
sumers besides having direct access to the 
company had the opportunity of raising 
questions with the Electricity Commission 
who were entitled to and did ask for an 
explanation of the circumstances of any 
matter in question, and it has been the. right 
of any Member of Parliament to raise in the 
House of Commons any matter relating to 
electrical supply. It is regrettable that that 
right appears to be disappearing. 

Turning to the accounts for the year 1947 
it will be observed that the revenue for the 
year as shown in the revenue accounts 1s 
£3,458,123, being an increase of £369,826 
on 1946. 

The number of units sold in 1947 was 
983,307,000, an increase of 49,600,000 over 
1946. It is interesting to note that we have 
practically regained the level of sales achieved 
during the peak of the war years. It was 
expected that with the cessation of hostilities 
the very heavy fall in consumpt by war 
factories would cause a temporary recession 
in the demand but such recession has now 
been overtaken. The increase over 1946 in 
the domestic consumpt is 13 per cent. 
which shows that notwithstanding the urge 
to the domestic consumer to economise the 
demand is still increasing. It is recognised 
of course that the scarcity of domestic fuel 
has. brought home to the domestic consumer 
the advantages of electricity and there is a 
growing disposition to rely on elegarncity. in- 
stead of other forms of fuel. I have no doubt 
that the increased consumpt of coal at 
the generating stations due to this increased 
domestic demand has had an equivalent if 
not greater saving in the consumpt of other 
forms of fuel in 


SCOPE FOR DEVELOPMENT 


There is no doubt there is a large potential 
demand for electrical energy. The capital 
expenditure on distribution alone authorised 
by the board to date but which has not been 
executed because of shortage of material and 
labour amounts to £2,600,000. 

I now have pleasure in moving the 
tion of the directors’ report, balance sheet 
and accounts and that in terms of the 
directors’ recommendation provision be made 
for the dividend on the 6 per cent. cumula- 
tive first preference stock for five months to 
March 31, 1948, that a final dividend be paid 
of 5 per cent. on the ordinary stock 
8 per cent. for the year, subject to tax, and 
that provision be made for a further con- 
Teer to superannuation fund reserve of 

The report and accounts were adopted. 
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HOOVER LIMITED -***) 
SATISFAGTORY PROGRESS 


The eleventh annual general meeting of 
Hoover Limited was held, on the 24th ultimo. 
at Perivale. 

Mr C. B. Colston, C.B.E., M.C., D.C.M, 
chairman and managing director, in the course 
of his speech, said: During the past year the 
Government has laid great stress on the 
importance of expanding exports and your 
company has made the most energetic edocs 
in this direction. It is gratifying to report 
that our exports for 1947 were abour eight 
times our exports for 1938, the last complete 
prewar year, and more than three times as 
mutch as in 1946. 

Our exports have gone far afield to ‘some 
fifty countries in every continent of the world, 
There is an immense demand abroad for our 
electric cleaners and I am confident that on 
the merits of our products, both as regards 
quality and orice, we could, under normal 
international trading conditions, more than 
double our export sales 


EXPORT DIFFICULTIES 


Like other manutecturers we are, however, 
confronted with difficulties created by limita- 
tions imposed by many Governments abroad 
on imports into their respective countries. 
The only countries to which we have been 
able to export freely during the past year were 
Switzerland, Portugal, Australia and South 
Africa. At the present time our exports to 
most countries are dependent on the issue of 
import licences by the Governments con- 
cerned. We therefore warmly welcome the 
trade negotiations which our Government is 
carrying on with a view to providing an entry 
for British goods Meantime we are playing 
our part by constantly improving the quality 
of our own products and ensuring the keenest 
prices to meet all competition. 

In the emphasis that is rightly laid in the 
national interest on the importance of 
developing our export trade, w2 must never 
lose sight of the fundamental fact that effi- 
ciency of production and competitive prices 
can only be achieved if an adequate volume 
of production is assured To obtain this there 
must be an adequate home market. If home 
sales are unduly restricted so as to cut down 
the total volume of production, the result 
will be a loss of efficiency and rising costs. 
This would undermine our capacity to 
develop our export markets te the full, which 
can only be done on the basis that we are 
able to meet and beat all foreign competition. 


HOME’ MARKET 


So far as the home market for electric 
cleaners is concerned, I think I may say with 
justification that the position of your com- 
pany is unrivalled. The popularity of our 
electric cleaner is greater than ever and this 
is testimony of the opinion of the public as 
to the advantage in quality and price of the 
Hoover cleaner. We are constantlv intro- 
ducing improvements and, notwithstanding 
the substantial rise in wages and the cost of 
materials, we are giving even better value for 
money than before the war, one of the reasons 
for the outscanding popularity of the Hoover 
cleaner. It cannot be regarded as a luxury ; 
it isa necessity Especially at this time when 
women are being urged to go back into indus- 
try, it is essential that they should be relieved 
of as much household drudgery as possible. 

The company is increasing the range of its 
activities. 'We have formed two subsidiary 
companies. One is manufacturing f 
horse power motors and the other an eh 
washing machine. In the electrical engineer- 
ing field Hoover Limited is as one 
of the leaders in this eae ¢ have taken 
over four companies in France, Belgium, 
Holland and Switzerland and have formed 
subsidiary in South Africa. 

The report was adopted and the proposed 
total distribution for the year of 40 per cent, 
less tax, was approved. 
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MIDLAND. COUNTIES ELECTRIC: SUPPLY. . 


COMPANY, LIMITED 


NATIONALISATION A DISRUPTIVE INFLUENCE 


The thirty-fifth ordinary general meeting 
of the Midland Counties Bleue Supply 
Company, Limited, was held, on the 24th 
ultimo, in London. 

Mr William Shearer (the chairman), in the 
course of his speech, said: Some of the more 
glaring defects have indeed been removed, 
but in all essentials the Electricity Act of 
1947 was passed without any deviation from 
its main principle of dispossessing, in many 
cases without adequate compensation, the 
present owners whose skill, energy and de- 
votion to the public service have built up, in 
a relatively short period of years, an industry 
which is sound in financial structure, progres- 
sive in outlook and enterprising in action, 


THE NEW AUTHORITY 


The British Electricity Authority has been 
formally constituted. The necessary appoint- 
ments have been made by the Minister to 
enable the 14 Area Boards to function, and 
on April Ist next the companies with which 
you are associated will be swallowed up in 
this vast new State monopoly. This will, 
therefore, be the last occasion on which T shall 
have the opportunity of addressing you as 
your chairman, and of reviewing the results 
of a full year’s operations. 

All of you, I imagine, join with your direc- 
tors in regretting the passing of private enter- 
prise in electricity supply, and although the 
future of the industry will be in other hands, 
we can at least look back with satisfaction 
and pride on the part you and we have played 
together in the Midland Counties in laying 
the foundations of its present prosperous 
position. 

Never in the history of our country was 
there more need of national unity than at 
present, and I am convinced that the 
Government’s policy of nationalisation of 
our key industries has done more to disunite 
the nation than some of the other major 
items in the Socialist programme. 


MENACE OF COMMUNISM 


Many of us are acutely aware of the menace 
of Communism and of the eclipse of free- 
dom which follows in its train. I hear people 
say, “ It will er successfully take root here 
to the extent that our liberties, and indeed 
our lives, might be in jeopardy.” Don’t let 
us be too complacent! We see the way these 
evil philosophies have been infiltrated into 
many of our trade union and other organisa- 
tions, and a coup by a small but active, un- 
scrupulous and determined body of men can- 
not be disniissed as beyond the bounds of 
possibility, even in this great country, par- 
ticularly in this the winter of our discontent. 

That is one of the reasons that I view 
with apprehension the key industries—coal, 
transport, communications, electricity, gas 
and possibly steel and chemical ng 
State monopolies under the absolute control 
of two or three Ministries, and so ready to 
hand to come into the grip of a small but 
powerful caucus, inspi and controlled by 
alien influences. 

Of course, we believe that His Majesty’s 
Government must be actuated by motives 
which they are convinced are in the best 
interests of the country, but mistaken policy 
and misguided action, however well inten- 
tioned, might well create situations in which 
events would prove too mighty for them. 

I came across, among my papers the other 
a cutting from The Times of October 21, 
» cont 
dently attracted my attention—of a speech 
made by Dr Herbert, Bishop of Norwich. 
Speaking at a time when we were engaged 
in mortal combat and dealing with post-war 
activities as he envisaged them, the Bishop 

Said; 


a report—which had evi- ° 


_ “Let us resist the glamour of high-sound- 
ing resolutions about the abolition of un- 
employment, the transfer to the community 
of the private ownership of industrial re- 


- sources, the radical reform of our monetary 


system—which often are mere restatements 
of the problems before us. We cannot ignore 
the awful situation with which Europe will 
be confronted when war ends. Certainly we 
shall not be free to make large-scale experi- 
ments im economic or social reform without 
— to the agtual conditions of the world’s 
ife. 

What a thousand pities that our rulers 
were not endowed with the sound judgment, 
let alone the prescience and wisdom dis- 
played in that utterance. 


UNFAIR BASIS OF COMPENSATION 


I dealt fully last year with the unfairness 
of the basis on which compensation is to be 
given—namely, Stock Exchange prices at cer- 
tain dates—and I explained how the stocks 
of compames in other industries not at 
present threatened by nationalisation had 
maintained relatively higher prices than 
those recorded in respect of the securities of 
your company, which naturally had been 
depressed at the prospect of such legislation 
as has now found its way on to the Statute 
Book. 

We belicve that the physical asset value— 
apait.from any goodw.ll—of the electricity 
undertakings owned by this company, and 
which in the main were given to us by 
Parliament in perpetuity, is greatly in excess 
of the total statutory compensation, but the 
inequity of the position does not rest there. 
As you know, we have nursed, over a long 
period of years, a number of important trac- 
tion undertakings which are now in a very 
prosperous condition, but which, under one 
of the anomalies of the Electricity Act, vest 
in the State. 


TRACTION UNDERTAKINGS A “GIFT 
TO THE STATE” 


The statutory compensation to which our 
stockholders will be entitled is based on the 
Stock Exchange pricés of their securities on 
certain specified dates, in the case of the 
ordinary stock this being 51s. 5d. per {1 
unit. Stock Exchange prices, particularly 
in an industry like electricity supply, are 
related mainly to dividends paid, in the case 
of our ordinary stock 103 per cent., but this 
dividend, owing to the prudent handling 
of our finances th hout the years, was 
much more than justified out of electricity 
revenue alone. The traction revenues were 
largely ploughed back into that section of 
our business, thus avoiding, to a considerable 
extent, new issues of capital for its develop- 
ment. The basis of statutory compensation 
results, therefore, in the anomalous and 
thoroughly inequitable position that, to all 
intents and purposes, the State receives a 
gift of the whole of our traction undertakings 
which we value at upwards of a million and 
a half pounds ee Common justice 
should have demanded special compensation 
in respect of our traction assets, the result 
of which would have been to increase sub- 
stantially the st.tutory compensation payable 
to our stockholders. 

The unfairness of this treatment is em- 
phasised when it is realised that other road 
passenger transport undertakings which are 
not owned by a holding company with pre- 
dominant interests in electricity are able to 
negotiate the prices of their transport under- 
takings with tle appropriate Ministry on a 
basis in accord with their values. The elec- 
tricity supply industry as # whole is being 
taken over ‘at a bargain price far below its 
true value. 

The report was adopted, 


5@3, 
THE REFUGE ASSURANCE 


REMARKABLE NEW BUSINESS 
LIFE ASSURANCE AND SAVINGS 


_Mr J. Wilcock Holgate, the chairman, pre- 
siding at the cighty-fourth, afnual ordinary 
general meeting of the Refuge Assurance 
Company, Limited, held at the chief office, 
Oxford Street, Manchester, on the 3ist 
ultimo, in the course of his speech, said ;— 

The results which are now in your hands 
will, I hope, give you as much pleasure as 
they have already given to your board. They 
provide evidence, I think, that the company 
has recovered from the disturbances and 
difficulties attendant on the war years and 
that it has built up a postwar organisation 
which is functioning well. As regards our 
existing business, our mortality experience has 
been satisfactory and our rate of withdrawal 
has been maintained at a very low figure. 
The amount of vur new business was remark- 
able and easily constituted a record in the 
ordinary branch, whilst in the industrial 
branch the increase in the premium income 
has only twice before teen exceeded. 


LIFE ASSURANCE AND SAVINGS 


_ This appears to me to be of the very first 
importance. The country has been warned 
of the dangers of inflation, but already we 
are embarked upon that slippery slope. 
Under present conditions it is, of course, the 
natural result of there being too much free 
cash in circulation ; and political leaders of all 
parties have urged, time and time again, that 
people should save rather than spend, 


The double objective of saving and reten- 
tion of savings is precisely what hfe assurance 
achieves ; for not only does it attract savings 
in the first place, but once,a premium is paid , 
it is not commonly withdrawn. On the con- 
trary, it is repeated week by week or year by 
year, often over very Iceng periods ; and these 


— remain until the policy comes to an 
end, 


NEW BUSINESS 


Our new. sums assured in the ordinary 
branch amounted to nearly £16,000,000, a 
figure never oreviously approached in. the 
company’s history The new sums assured 
of £1,000 and over constitute 40 per cent. of 
the whole ; and a most interesting feature was 
the further increase in the average net sum 
assured, which at £326 was higher than ever 
before. A similar feature is to be observed 
in the industrial branch, where the average 
new sum assured was {29.4 as against the 
previous highest figure of £26.7 in . In 
this branch the premium income for first 
time exceeds £8,000,000. 


INDUSTRIAL ASSURANCE BILL 


Perhap; the most important event during 
the year in its effect upon this company was 
the introduction of the Industrial Assurance 
and Friendly Societies Bill. Under the 
National Insurance Act provision was made 
as you are aware, for the payment of a fixed 
sum on the death of each insured person, and 
the effect of this provision was to make the 
position extremely doubtful as regards the 
right which had hitherto existed for the issue 
of funeral expense policies on the lives of 
certain specified relauves. The maintenance 
of this right was generally accepted as being 
desirable, and the main function of the Bill 
was to clarify the pesition as regards the 
future issue of this class of policy. Under the 
Bill it is proposed to limit business of this 
character to insurances on the lives of parents, 
gtand-parents and step-parents ; and the total 
sum payable to any one person on the death 
of any one such relative is to be limited to 
£20. As a parent will no longer have the 
right to insure his child for funeral expenses, 
policies on the lives of children will have to 
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be self effected. The measure is entirely 

consequential upon the National Insurance 

Act and I am very glad that insurance organi- 

sations were able to make suggestions for 

- improvement in ‘its passage through the 
ouse. 


VALUATION 


In the o:dinary branch the life assurances 
valued were as follows :— 


Policies Amounts assured Premiums 
551,710 £107,535,203 £,5,602,509 


The number of new policies effected was 
48,904, assuring the totai sum of £15,917,943 
as against comparable figures of 42,831 and 
£11,516,078 in the previous year. The 
premium income increased by {£677,677 to 
£6,096,884 and the net interest amounted 10 
£1,624,854. The expense ratio was 14.29 as 
against 12.91 in 1946, and the life assurance 
fund now amounts to £47,673,075, in addi- 
tion to which there is an investments reserve 
fund of £2,400,000. 

In the industrial branch the policies valued 
were as follows: — 


Policies Amounts assured Premiums 
8,915,032 £154,769,396 £8,422,721 


The premium income was £8,021,933, 
showing an increase over that of the previous 
year of £367,615. The life assurance fund 
now amounts to £47,322,534, having in- 
creased by over £2,400,000 during the year, 
in addition to which there is an investments 
reserve fund which now amounts to 
£3,300,000. The expense ratio was 28.43 as 
against 27.78 in respect of 1946. 

The valuation basis has been strengthened 
and was more stringent than a net premium 
valuation by the English Life Table No. 10 
Males, with interest at 24 per cent. The 
resulting surplus was £1,288,969, which 
included £104,759 brought forward from the 
previous year. 


DISTRIBUTION OF SURPLUS 


Ordinary Industrtal 

Branch Branch 

To Policyholders ... £772,022 £876,000 
» Investments Reserve 

Fund is .. 150,006 200,000 

» Profit and Loss A/c 65,000 115,000 

Carried forward .. 179,761 97,969 

Out of the. profits available for dividend 

the amount distributed to shareholders is 

£165,000. 


ALLOCATION OF PROFIT TO 
POLICYHOLDERS 


After having given very careful considera- 
tion to the question of our bonus declaration, 
we feel that any increase in the rate must 
be deferred until there is a stronger confi- 
dence that circumstances are not likely soon 
to arise to imperil its maintenance. Your 
board has thought it desirable, therefore, to 
repeat last year’s declaration of a reversionary 
bonus in respect of ordinary branch with 
profit policies -t the rate of £1 per cent..on 
the sum assured in respect of each full year’s 
premium due and paid in 1947. It is recom- 
mended also that until further notice an 
interim bonus be allowed on policies becom- 
ing claims by death or survivance at the rate 
of £1 per cent. on the sum assured. 

In the industria’ branch the policies are 


in form non-profit; but an of: i 
as I kave-airemty: waged, hay been’ sliocated 
to policyholders and out of this sum it is 
Po to grant the following additional 
ts: — ' 
As regards existing premium paying 
policies (with certain exceptions) 
prior to January 1, 1943, and all “age 90” 
paid-up poli 
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policies, the amounts payable in 
respect of deaths or survivals of endow- 
ment terms which occur within the twelve 
months commencing March 20, 1948, will 
be increased by amounts varying from 24 
per cent. to 24 per cent. of the sum 
assured. 


The report and accounts were adopted. 


THE ALLIANCE TRUST 
COMPANY, LIMITED 


IMPROVED RESULTS 


MR W. D. MACDOUGALL’S 
STATEMENT 


The annual ordinary general meeting of 
The Alliance Trust Company, Limited, will 
be held in the company’s registered office, 
Meadow House. 64 Reform Street, Dundee, 
on the 9th instant. 

The following is the statement by the chair- 
man (Mr W. D. MacDougall) circulated with 
the report and accounts: — 

The form of the accounts now presented 
shows the minor alterations and additions 
necessary to compiv with the provisions of 
the new Companies Act which will come 
into force on July Ist. 


DIVIDEND 


Revenue from investments amounts to 
£880,174, an increase of £84,935 on that of 
the previous vear—a substantial improvement 
mainly reflecting the many increases in divi- 
dends declared in 1947 on our holdings of 
industrial ordinary stocks, There is available 
out of the year’s revenue—after payment of 
the prior charges including the dividends on 
the preference stocks—the sum of £292,646 
which represents earnings of 50.67 per cent. 
on the ordmwary stock. Out of this we propose 
to pay a dividend of 30 per cent., which will 
absorb £173,251, leaving a surplus cf 
£119,395, of which £100,000 is carried to 
general contingent fund to write down the 
investments and £19,345 is added to the 
amount to be carried forward to next! year. 


SOUND POLICY 


This admittedly is a conservative distribu- 
tion but there are factors in the situation today 
which to me look unhealthy and unstable. 
Whether the year 1947 wil! prove to be the 
peak of the inflationary period through which 
we have been passing I cannot say, but, if 

ience is any guide, sooner or later the 
bubble will burst. Maintenance of our 
revenue, therefore. at the present level cannot 
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be relied upon, [he investor i ; 
stock of an investment trust foOks for 6 see 


return and it is with this in view that we 
recommend the dividend be restricted to a 
figure* we ‘might ty dees to repeat 


and which could be justi even if next 


_ year’s results prove -to be less favourable. 


The factors calling for caution must also 
be considered in <he light of the fact that, as 
the balance skeet now before a shows, the 
company has over the years built a position 
of very considerable strength 


WAGES AND DIVIDENDS 


Incidentally, I may refer to the expressed’: 
wish of the Government to see a standstill in 
dividends at the present time—a wish which 
will no doubt in one way or another achieve 
fulfilment. If the attempt to halt the hitherto 
constant demands for higher wages meets 
with equal success, something will have been 
accomplished. It must be remembered, how- 
ever, that dividends as a whole lag far behind 
wages both in point of time and in the amount 
of the increase. This is particularly so in the 
case of an investment trusi where an increase 
of revenue arises from dividends paid by 
industrial companies in an earlier period and’ 
where only a small part of such increase is 
passed on by the trust to its own stockholders, 


If we are to have with us for any length 
of time a form cf limitation of dividends, 
voluntary or otherwise, or an increase in 
distributed profits tax which will have a. 
similar effect, the comseqvences will be 
important not only to investors but to those 
requiring to issue or place ordinary shares in 
the market. Experience tells us that once a 
restriction is in force it is no easy matter to 
get it withdrawn. It seems to me, therefore, 
that ordinary shares limited in this way may 
come to be valued on a different basis from 
that to which we are accustomed. 


NATION’S ECONOMIC DIFFICULTIES 


The problems of the investor, however, 
are overshadowed by the economic difficulties 
which confront our nation. In my statements 
of recent years I have referred to the pressing 
need to increase coal output and to reduce 
costs of production throughout industry. 
While some progress has been made in the 
first of these, the balarce of coal available 
for export is still far short of what is required. 
As to the second problem, it now appears 
that the Government are fully alive to the 
dangers of inflation and rising costs. There 
seems reason to dovbt whether the steps 
recently announced are more than palliatives. 
More drastic treatment may be needed to 
cure the disease, for example, in the form of 
further retrenchinent on Government ¢x- 
penditure of all kinds including constructional 
projects. 

The failure to adjust our economy so that 
we shall be living within ouf means has 
resulted in the heavy drain on our gold and 
dollar reserves. It is no cxaggeration to $a 
that in the absence of aid under the Marsh 
Plan, this country would face in a matter of 
weeks a financial and economic crisis without 
parallel in 1ts modern history. In the light 
of these grave adverse factors I should be 
remiss if I di’ not sound a note of caution 
and give a warning that our results of the 
past year may not be repeated. 


NOTICES 


MINISTRY OF EDUCATION 


Applications are invited from men and women between 23 and 40 
years of age, who served in H.M. Forces or were employed in other 
work of national importance during the war, for admission to courses 
of training as full-time Teachers of Commercial Subjects and Office 
Arts (Shorthand and Typewriting) in Colleges of Further Education 
or in Secondary Technical Schools. 

Applicants who wish to teach Commercial Subjects should have a 
University degree or professional equivalent or a Higher National 
Certificate in Commerce. Applicants who wish te teach the Office 
Arts should possess one or more recognised certificate of competency 
and should show proof of:— 

(a) A good general education; e 

(b) At least three years' accredited experience in business; 

(c) Having followed a directed course of stu in commerce up to 

the mare of the advanced course of the R.5.A. 
fraining be given in the principles and practice of teaching and 


in the methods of teaching special subjects. . The.courses. will be of 
6-9 months’ duration. There will be no fees, and students will be 
eligible for maintenance grants for the period of the course. 
Application should be made on’ Form 203 R.E., -which may be 
obtained from the Secretary (Teachers R.B.1), Ministry of Education, 
14-22, Lennox Gardens, London, S.W.1. # 3 


THE WEST OF SCOTLAND AGRICULTURAL COLL 


Applications are invited for two vacancies in the Economics Depart 
ment, on the SENIOR AGRICULTURAL ECONOMIST and_ the 
AGRICULTURAL ECONOMIST GRADES spectively. Candidates 
must be graduates in agriculture, agricultural economics or econ 

with experience in, or aptitude for, field research and advisory wor 
in farm economics. Salary scales, £730 x £25 — £875 and £485 x £25 — 
£730 rempocsvely with bonus of £90 at minimum. The posts are 
superannua 


pplications must be lodged not later than 16th April with the 
undersigned, from whom further particulars 


may be obtained. 
6 Blythswood Square, Glasgow, C.2. 


and forms of applicatior 
N. B. BAIN, Secretary. ' 
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GOVERNMENT RETURNS 


For the 11 days ended March 31, 1948, 
total ordinary revenue was {114,888,000 
against ordinary expenditure of {260,108,000 
and issues to sinking funds 5,502,000. 
Thus, including sinking fund allocations of 

22,373,875 the surplus accrued since. April 
in is {635,380,863, against a deficit of 
{586,163,351 for the corresponding period a 
year ago. 

ORDINARY. AND. SELF-BALANCING 

REVENUE AND EXPENDITURE _ 








a Receipts into the 
Exchequer 
eis (¢ thousand) 
sti- 
April. | April | 
Revenne 1947-481 1 lata fh dae 
to to | ended | ended 
|. Mar. Mar... | .Mar...). Mar. 
P3h Se 4B; 
it AT | 1948 | 1947 | 1948 
~~ ORDINARY j j i 
REVENUE { i { 
Incomé'Fax. . #4 '1086000. 1156235.1189728) 39,118).33,381 
Scton ...+| 80,000 75,742) 91,220 3,600 3,165 
Estate, etc., Duties 155,000 148,044,172,029 3,170, 5.350 
Stamps. ...2+s. us 57,000 38,338 56.280" 1529! 2.400 
MDA. ois chal | 206,000 ,32-407, 36,120, 560) 1,150 
OPT... acuis: 325,391 252,568, 5,230; 3,500 
Other Inland Rev. 1,000 724; 715) ah. os< 
Total Inland Rev. 1585000 1776579 1798660, 53,262, 48,946 
Castoms 222 742,460 620,741 791.101' 19,148 18.358 
Bacise . 28s5590) 668,540) 56.5,500).629,700; 10,900) 19.900 
Total Customs & 
Excise ......:. 1411000 1184241/1420801 30,048 38,258 
Motor Duties. <4. | 50,000, 49,456) 49,108 333). 345 


Surplus WarStores, 95,000 155,996) 197, 231 4,462) 3,850 
Surplus Receipts) 
from Trading ..} °55,000'- 59,000) 101,261) 19,000: 10,000 
Post Office (Net ' t ; 
mec eipts) ....6. 


+ 





Wireless Licences.| 11,000 9,940 11,200; 830 960 
Crow: oI ids.....1 43,000 920) 950 50 : 
Receipts from ope 

Sundry Loans. i 21,000 26 780) 23,044 22 


Miscell. Receipts. .} 276,000} 78,312) 242, 603 13, 062! 12,507 


——— aeemnemtrsprantnyss }penntmmenenenarnenn | cinpyataneataoes 


Total Ord. Rev.. ‘[saedo00 3341223 3844859 121047114888 
, | q—eneneeeer: 


ee 











Se_r- BALANCING 








Post Office. ...... 144, a 131, 000) 143, 300! 2; 500) 3,070 
Income Tax on) 

E.P.T. Refunds| 49, 000! 150, 529 23, 183 748 1,004 
Total .......... .)3692230)3622745.4011342 124295 118962 


issues out of the Exchequer 
to eet payments 
¢& cara 





























Esti- |---| - 9 
— pril ‘) April | 
Expenditure 1st rate | 1 e | Bags Days 
| to i] td jended | ended 
Mar. Mar. | Mar. "4 
| 3, | 31, | 31, 
1947 1948 1947 198 
ORDINARY j { 
ExreNnpDITURE cana | | 
Int. & Man, of 
Nat. Debt ..424 525,000 49869 502,626 3,602) 3,577 
Payments to N,| 
ireland. ..55 | 23,000) 20,342) 24, 314 2,32)) 2,548 
Issue to Nat. Land) 
Sa bo. } -sojo00!  .. aed 
Other Cons, } 
Services «s4. «a. oe 8,712) 7,291) 1,632; 195 
Total 3. 6G 556,000. 577, are, 534,231, 7,555 6,320 


Supply Services . - 2887978 3332472)2652873, 223443253788 


Total Ord. Exp.. . sa4aate pee es (250998 260108 











Se.r-BaLancinG x 
Post Office. .:.... 144, 280 131, 











is eo 2,500) 3,070 

Income Tax 
E.P.T. Refunds 49,000! 150,522, 23,183) 148 1,004 
Total’. ¢.. 223 '3637208/4191868 |3353587/254246,264182 


Alter increasing Exchequer balances by {101,773 to 
£2,829,743, the oth other operations for the 11 days decreased 
the gross National Debt by £6,878,446 to £25,761 million, 


NET RECEIPTS (t poet 





P.O. and Telagtaph 5 6 ESA ee 5,900. 
Cotton (Centralised Buyi ) Act, 1947, s. 21 (3) 5,158 
Miscellaneous Fiomaciat’ Provisions Act, 1946, 
s. 3 (1), Civil Contingencies Fund........... 170,500 
181,558 
NET ISSUES (£ thousand) 
E.P.T, ReWile oi 5 on lak dehnc kasd ogee 1,229. 
Overseas Trade Guarantees Act, 1939, s. 4 ().. 85 
Housing (Temp. Accommodation) Act, ious, s. 8(1) 2,000 
Local Authorities Loans Act, 1945, §3°(2),..... 7,000 
Finance Acts, 1946 and 1947, Post-war Credits. . 641 
Miscellaneous Financial Provisions Act, 1946 :— 
Sec. 2 (1) War Damage :— 
Board of Trade,...... iss Kiba oe 500 
War Damage Commission ...... 12,500 


Statistical Summar 


PUG MOF 


CHANGES IN DEBT (£ thousand) 
Net aaceares Net Repayvryrs 


Treasury Bills .... 42,349 % Def. Bonds. ... *5,535 
Nat. Savings...... 1,500 Conv. Loan, 
°24°% Def. Bonds. . 6.56 1946-63... s:.. 550 


Treasury Deposits. 41,500 | 3° Term.Annuities 1,095 
Tax Reserve Certs. 1,488 





Other Debt :-— 
Internal........ 687 
External... 2s: 19 

Ways and 
Advances .»...4 83,490 

85,985 92,864 


* Including £4,802,000 paid off on maturity. 
FLOATING DEBI 








tg multions 
Téshddry Ways and 
Bills —— Irea- 
. * goes sury | Tota 
ner grondne tigre dD 1 Float 


Bank praes ing 
Tender} Tap} Pubue] of Pi i 
Depts. | Eng: E 
‘and 








~¥947 | | 
Mar. 31 | 2185-0 2699-7| 613.5} .. |1456-5/ 6954-6 
Dec. 13 | 2250-4 | 2569°5| 325-1] ... | 3675 6512-4 
oe 20 | 2250-0 | 2605-4 | 506 +6 6°3 | L577-C | 6545-2 
» 31 | 2250-0 | od 505-6 pe 1402-5 | $508: 8 

| 

} 


1948 | 
fan. 10 | 2220-0} 2616+3! 517-2]... | 1594-0) 6427-5 
» 17 | 2210-0 | 2474-3]. 373-2 | | 1335-5 | 6393-5 
, 24) 2200-01 2426-6) 341-1] 2. | bB3ue0 6297-7 
» 31) 2190-0} 2357-3) S¢k-3 1 1. [9329-5 624a-1 
Feb. 7 | 2170-0)2351-5| 901-6 we =| 1529-5 | 6152-6 
w» A4 | 2160-9 |.2307+4 |. 566-4]... «| 1274-5) 6108-3 
"21 | 2860-0} 2346-8} 447-6) "| 1236-5 | 6190-9 
» 28 | 2160-0 | 2342-4) 492-7 | 2-5 | 1201-0| 6198-6 
Mar. 6. 2160-0 2667-5) 446-3 soon f 259-9 6535-3 


) 
) 
» 15. 2160-0) 2692:21°416-7.4 6-5 1239-5 6514-4 
, 20 /:2160+0) 2712-5) 403-8 | 20-5 | 1249-5 6546-3 
_m 31 2160:0' 2750-2 | 334-8 | 6-0 | 1291-0/ 6542-0 


iREASURY BILLS 











$path # tmitom 
sins —— 
Average 
Amount g ent 
Rate ; 
——| >» Aliot 3 a 
|Avpted Atlotted — Min. 
doo A Bis Pe ef Rete 
1947 | | } } 
Mar 28; 170.0 | -96-°9 | 170-u w 2-51 42 
Dec. 24 | 169-0 | 286¢1 | 170-0] 10 2-75 43 
1948 
jan. 170-0 | 274*2 | 170-0 10 4-99 52 
= Mu-v | 285*2 | 270-0] aU 2-63 45 
“ 170-0 | 251-2 | 160-0 10 341 57 
165-0 | 2691 | 160-0} 10 2-97 46 


160-0 | 282+7 150-6 9 11-56 % 


= 
$ 


150-0 | 2765 | 160-0} 9 11-89 42 

i 160-0 | 240-2 | 170-0 1 v-92 67 
Z 170-0 | 266-0 | 170-0} 10 0-16 52 
a 70-0 | 236-8 170-0] 10 2-41 68 
Mar. ¥70-4 | 2¢2+7 | 170-4} 10 1-10 40 
. 12 | 170-0 | 286+3 | 170-0] 10 1-48 45 
19} 290-0 | 2665 | 170-0} W174 | 68 
25 | 170-9 | 300-5 | 170-0} 10 2-87 | 30 


a | March 25th applications for bills to be paid on 
Wednesday, Thursday, Friday and Saturday were accepted 
as to about 30 per cent. of the amount applied for at 
£99 17s. 5d. and applications at higher prices were accepted 
in full. Applications for bills to be paid on Tuesday 
were accepted at £99 17s. 5d. and above in full. £170 
million (maximum) of Treasury Bills are being offered 
for April 2nd. For the week ended April 3rd the Banks 
will be asked for Treasury deposits to an amount of £200 
million (maximum). 


NATIONAL SAVINGS 
G those 


Week Ended |, Potals 
















Sec 
| Mar. 22, | Mar..20, | Mar. 20, 
ROSEN Gi oi f 1988 |} - 1948 
Savings Certificates :-— j } 
Reed. 5 6 iis ve gea was 10,000 | 3,750 | 219,100 
Repayments .........+4+ ;. 2,800 | 132,000 
\-—---—- |----——- 
NetSavings......... iid | 950} 87,100 
Poors eo eae ae 
Defence Bonds :— j 
SMM. nous ox apasnnss 2,430 | 1,260 67,805 
Repayments ........ Se! 687 872 40,002 
Net Savings. <..-0<cssee4 | 1,743 | 388 | 27,803 
P.O, and Trustee Savings | | 
Banks :— i 
Receipts. .:....s++ ave 12,352 | 682.350 
Repayments ... 22-20-44 iil, pee2,500_ 
Net Savings............ ; 841 | 79,760 
Total Net Savings. ........ 2,179 | 199,563" 
Interest on certificates repaid 504 x 
Interest accrued on savings 
__ remaining invested, ... ... 2,287 | 112,283. 
~~ *Revised 


ry’ vie JAROITAM 


“567 


‘BANK OF ‘ENGLAND 
RETURNS 


MARCH 31, 1948 
ISSUE DEPARTMENT 














Notes, Tasued : Govt, Debt... 12,648,100 
In Circin. ; . : 1245, 863,394 | Other* Govt. 
In Bankg. De- Securities .. . 1288,265,500 
partment... 54,384,439 | Other Secs... , 706,780 
Coin, other * : 
than Gold. ;. 12,620 
Amt... of | Fid. 
Issue .....,. 1300,000,000 
Gold Coin and 
Bullion ~~“ {at 
172s. 3d. per 
oz. fine)...++ 247,833 
1300,247,833 1300,247,833 
BANKING DEPARTMENT 
2 f £ 
Capital: 3.....% 14,553,000 | Govt. Sees..,.. 341,059,291 
Rest. te abe we 3,997,038 | Other Secs, : 
Public Deps.* . 9,007,952 | Discounts and 
_———- Advances... 14,376,745 
Other Deps. : Securities.... 25,895,194 
Bankers..... 314,319,375 
Other Acts... 94,302,001 40,271,939 
408,621,376 | Notes........ 54,384,439 
WONG i s ceb ces 463,697 
436,179,366 436,179,366 


* Including Exchequer, Savings Banks, Commissioners 
of National Debt Dividend “Accounts. 


COMPARATIVE ANALYSIS 


es million) 








s 
Issue Dept. : | | 

Notes in-circulation...... 11328- 3 1233-6 1241: 0}1245°S 
Notes in banking depart- | | 

MT or ce os, 71-9, 66-6] 59: 2) 64-4 
Government .debt and | 

securities® ........... 1399-2'1299-3/1299- -311299- 3 
Other securities.../..4... | ¢- : ° q 0- g 4 7 


GOMES Chechen lgdecedes 
Valued at s. per fine oz, 
Banking a 
Deposits 





| 7373 rie | 173/8 43 





‘0 

"3 

*3 

ab “6 

Government. i......+4+ 217-2) 326-7) 333-6) 41-0 

Discouuts, ete........... 20-0) 13-4) 16-9 14-4 

QUE: on vnens T¥ae tikes 21-4) 2): 21-2; 25-9 

WOREDS RS Soa rewcekins | 258-7) 361-3) 371-7| 381-3 

Banking dept. res... ....5. 2 Gy § §9-7) 54-8 
oy 

“ Proportion ”............ 23-2) 16. 3 is. 4 $1 


* Government debt is 2, 015,100, capital £14,553,000. 
Fiduciary issue reduced from £1,350 million to £1,300 
million on March 4, 1948. 


€ 
‘Tue Economist” InDEX OF WHOLESALE 
PRIcES 


(1927= 100) 


| 











GOLD AND SILVER 
The Bank_of Bagiaad’s, s Official buying for gold 


remained at 172s, per fine ounce thro it the week. 


Spot cash prices were as follows :-— 





NATIONAL BANK OF INDIA LIMITED 












Bankers to the Government in Kenya and Uganda. 
Head Office: 26 BISHOPSGATE, LONDON, E.Cc.2., 
BRANCHES: 
Aden and Coehin Madras Kisumu Kenya 
Aden Point (S. India) Mandalay Mombasa Colony 

Amritsar Colombo Nuwara Nairobi British 
Bombay Delhi Eliya oe E.A. 
. 7 Entebbe 
Calcutta Kandy Rangoon Jinja ? : 
Cawapore Karachi Tuticorin Kampala Uganda 
Chittagong Lahore Z: eee: Mbale ) 
Dar-es-Salaam Mwanza Tanga ... one: ees + Tanganyika Territory 
SUBSCRIBED CAPITAL - one dee £4,000,000 
PAID-UP CAPITAL ere eee £2,000,000 


RESERVE FUND £2,300,000 


The Bank conducts every description of Eastern Banking business. 
Trusteeships and Executorships also undertaken. 


New Business Contacts 


With its wide network of Branches, The 
Union Bank of Australia is able to give the 
fullest assistance to those seeking to establish 
new business relationships in Australasia. If 
desired, visitors so interested will be put in 
touch with importers and exporters of standing. 


Full information is available on all aspects 
of industrial, commercial and social conditions 
throughout ‘Australia and New Zealand. 


UNION BANK 
OF AUSTRALIA 


LIMITED 


Head Office : 
71, CO) 
LONDON, E. 


Branches throughout 
Australia 


and New Zealand. Established 1837 


A COMPREHENSIVE 


Service for Exporters 


In addition to its offices throughout England and Wales, 
Lloyds Bank has branches in India, Pakistan and Burma 
and agents in all parts of the world. The Bank under- 
takes overseas business of every description and is fully 
equipped to provide :— 
Finance for ail classes of foreign trade. 
Guidance on questions arising from Exchange Control. 
Comprehensive information on market conditions in all parts of 
the world. 


Namgs of potential buyers or agents in overseas countries. 


The manager of any branch will gladly put these special- 
ised services at your disposal. 


Lee LLOYDS BANK od) 
look after your Export Interests \22 


REFUGE ASSURANCE COMPANY, LTD. 


Chief Office : OXFORD STREET, MANCHESTER, | 
ANNUAL INCOME EXCEEDS i 
ASSETS &XCEED 000,000 


CLAIMS PA:iD EXCEED < 181,000,000 
(1946 Accounts, 








- BIBIANI (1927) LIMITED 
NOTICE IS HEREBY GIVEN that a_ Final steed. (No. 21 


5 per cent on the Issued Capital of the 
be. payal ded in respect of the yee ended Gn Sept tem 


today 
ber, 1947, to 
ble dess Income Tax at 9s. in the £, on and after oe ‘21st May, 
, to all Stockholders on the Registers on the 23rd , 1948. 

THE TRANSFER BOOKS will be closed from the 24th ade 1948, 
to the 30th March, 1948, both dates inclusive, for the preparation of 


Dividend 
By Order of the Board, 
E. W. MORGAN, Secretary. 
Registered ee 10, Old Jewry, London, E.C.2 


= 


23rd March, 
in Great oan by St. CLEMENTS Press, Lro., 
at 22 Ryder Street. St. James’s, London, §.W.1. 

















BANK’ OF SCOTLAND| 


Constituted ~ Act of Parliament 1695 
AUTHORISED CAPITAL .. 
CAPITAL FULLY PAID . ve te 
RESERVE FUND & BALANCE didetall felt 5 
DEPOSITS & CREDIT BALANCES 
as at 28th February 1947 ... 


Head Office: THE MOUND, EDINBURGH 
Over 200 Branches and Sub-Branches throughout Scotland. 


London Offices : 
CITY OFFICE, 30, BISHOPSGATE, E.C. 
PICCADILLY CIRCUS BRANCH, 16/18 PICCADILLY, W. 


-« 


£2,400,000.. 
£2,765,948 


£87,073,848 








B. W. BLYDENSTEIN & CO, 


Established 1858 





BANKERS 





54, 55 & 56, Threadneedle Street, London, E.C.2 


South America 


With our own branches in 19 important Central and 

South America cities, and correspondents throughout 

South America, we are well equipped to serve British 

traders interested in Latin American markets. Corres- 
pondents the world over. 


London Offices— 
6 Lothbury, E.C.2. E. B. Mclinerney, Mer. 
2-4 Cockspur St., S.W.1. L. R. Newman, Mer. 


THE ROYAL BANK 
OF CANADA) over 090 tranches 


Canada, Newfoundland, 
Head Offic:, Montreal. 


the West Indies, Central 
Offices in New York & Paris. | '“.1 Soush dinecina 


incorporated in Canada in 1869 with Limited Liability. 





~ ASHANTI ‘GOLDFIELDS CORPORATION LIMITED ' 
Final Dividend (No. 103) of 


NOTICE IS HEREBY GIVEN that a 
174 per cent on the Issued Capital of the Cor 
Recommended in respect of the year ended 
be payable less Income Tax at 
May, 1948, to all Stockholders on the Registers on the 28rd March, 

THE TRANSFER BOOKS will be closed from the 24th Marc 
to the 30th March, 1948, both dates inclusive, for the prepa 


Dividend Lists. 
By Order of the Board, 
E. W,. MO 
Registered Address: 10, Old Jewry, London, E.C, 
... 23rd March, 1948. 


ration has 
September, 


nema 


in the £, on and after the : 


—_——— 


tat 
AN, Secretary. ; 
- DA AS 

wa 


” ‘THE GUNARD STEAM-SHIP COMPANY LIMITED ©: 


NOTICE IS weyeet GIVEN that the TRAN 
Ordinary Stock and Preference Stocks will be 
April. until the 27th April, 1948, both days inclusive. 

By Onder. of i Board, 


: Cunard Building, Liverpool. 
THE CHARTERED | INSTITUTE OF | SECRETARIES — 
T requiring the services of CHARTERED. SECRETARIES | 
secretarial and similar executive posts are oe to communicate ™ 
the Bacestary of the Institute, 16, George Street, Mansion House, 


. FLEWITT, ia 2 





ae NOTICES APPEAR UN PAG 666 





